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CONSTRUCTION 





Program by activities: 
1. Construction in progress_...............--.-- 
SP ND aes atanccccessankacnscun : 
By MI I aa 6 osicucisccscwes cane Flee ret ae 
is niikeads nce cccceniepweamineunnweteds 
Financing: 
Unobligated balance brought forward. 
Unobligated balance carried forward -_-- 


Appropriate (adjusted) 


---| $21, 134, 196 | 


.-| 14,021, 434 


| 
| 1955 actual 


3, 226, 802 | 
668, 916 | 





| 25, 029, 914 


| 14, 857, 473 | 





1956 estimate 


$17, 767, 434 
5, 952, 000 


480, 000 | 


—14, 021, 434 


4, 422, 000 


14, 600, 000 


24, 199, 434 





1957 estimate 


$12, 628, 000 
10, 073, 000 

421, 000 
23, 122, 000 


—4, 422, 000 


18, 700, 000 
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Obligations by objects 


Object classification 





BONNEVILLE POWER ADMINISTRATION 


Total number of permanent positions. -..-...............------ 
Full-time equivalent of all other positions 
Average number of all employees. --...................------ 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
DES 8. can iececcccnn anti a cee 
Average grade 
Ungraded positions: Average salary..........-.----.---.-- | 
01 Personal services: 
Permanent positions_- 
Positions other than permanent... Scag ike Sch Selec aan 
Regular pay above 52-week base 
Payment above basic rates......-.....-...-...-...-.-.- 
Excess of annual leave earned over leave taken_-------| 


SI I 
SNRs ia hide et ee in oe ce acad pmacannekuoke 
T ransportation of things 
ESN 
eens a I I os a ode cncekomewnconce 
Printing and reproduction 
fe ees pee 

Services performed by other agencies 
Supplies and materials 
eS eS aE Os Se ee ee es 
unputis Wand NINOS... oe cnc weccccccensse 
Grants, subsidies, and contributions. 
Refunds, awards, and indemnities-_-_....._. ed eee | 


10 
11 
13 


lite tte cena akknnaucabiiethek warases austin 

Less services performed for— 
Operation and maintenmance---_--------- eased 
Other accounts_.-.-.......-- 


Total, Bonneville Power Administration | 


ALLOCATION TO BUREAU OF PURLIC ROADS 
DEPARTMENT OF COMMERCE 





01 Lands and structures 


Rr On a eons pi 


BUDGET AUTHORIZATIONS AVAILABLE 


a ated aoe 
Transferred to ‘‘Salaries and expenses, Office of the Solic itor, | 
Interior’’ (68 Stat. 362) 


Adjusted appropriation 
Balance brought forward: 

I esas ta aac 

SN ccd cmscteaiedena 


Total budget authorizations available 


EXPENDITURES AND BALANCES 


Expenditures— 
Ont of current authorieations. .......6.........2.<......... 
Out of prior authorizations 





Total expenditures 
Balance carried forward: 
TTT Sick in ake i peeanduninenbataawiibe ek 
EE ire ctanpisccnbhonsces acd snesieimanahoeideoun me 


Total expenditures and balances 





1955 actual 


1, 480 

35 
1, 291 
1, 250 


1955 actual | 1956 estimate | 1957 estimate 


Budget authorizations, expenditures and balances 


1956 estimate | 1957 estimate 





$5, 198 $5, 654 $5, 708 

GS-7.8 GS-7.8 GS-7.8 

$5, 298 $5, 446 $5, 427 

$6, 852,735 | $6, 761, 700 $6, 714, 300 

177, 342 232, 500 126, 300 

21, 455 Seen do 

137, 544 129, 300 135, 300 

ener ee 

7, 202, 729 7, 144, 400 6, 975, 900 

702, 997 753, 700 733, 000 

99, 863 161, 600 162, 300 

87, 836 91, 500 87, 200 

75, 139 61, 800 59, 700 

10, 948 10, 300 10, 000 

954, 146 566, 500 237, 000 

30 OD bere ry se 

5, 101, 463 3, 673, 054 5, 082, 600 

5, 252, 002 5, 960, 800 5, 280, 800 

6, 135, 662 6, 407, 700 5, 201, 400 

36, 441 7, 900 7, 900 

10, 983 15, 900 15, 900 

25, 670,239 | 24, 855, 234 23, 853, 700 

577, 633 | 600, 200 | 696, 700 

70, 395 55, 600 35, 000 

25,022,211 | 24, 199, 434 23, 122, 000 
oo &, | 

ty 703 [aa teen wen en nee ‘a coeeceeoeces 

25,029,914 | 24, 199, 434 23, 122, 000 

















$24, 314,000 | $14,600,000 | $18, 700, 000 
—120, 125 deniasioaiacs icici 
24, 193,875 | 14, 600, 000 | 18, 700, 000 
14,857,473 | 14, 021, 434 4, 422, 000 
32,073,288 | 23, 887, 381 20, 386, 815 
71, 124, 636 62, 508, 815 | 43, 508, 815 
83,215,821 {9° 700,000 | 14,400. 000 
33, 215,821 | 27,700,000 | 24, 400, 000 
14, 021, 434 oS 
23, 887,381 | 20, 386, 815 19, 108, 815 
71, 124,636 | 62, 508,815 | 43, 508, 815 














3 


OPERATION AND MAINTENANCE 


Program and financing 





1955 actual | 1956 estimate 

Program by activities: | 

1. System operation and maintenmance-.--.-..-....-------- $5, 295, 510 $5, 863, 700 

2. Power contracts and rates_--- ‘ 299, 852 266, 100 

Te Ne ee ee 621, 507 | 670, 200 

oe an in cuwacaawebline icnaiedlebiitn 6, 216, 869 6, 800, 000 | 

Financing: 

Unobligated balance no longer available---.-.-.....-..-.- 14, 823 


Appropriation (adjusted) -_....--...----- 
Proposed supplemental due to pay increases 


Obligations by objects 


Object classification | 1955 actual | 1956 estimate 





Total number of permanent peers Leilene iek dake manie een 941 | 900 
Full-time equivalent of all other positions...................-- 17 | 17 
Average number of all employees. --_.....-.....-.-.------- iaael 838 887 
Number of employees at end of year__.---.......-.----------- 900 920 
Average salaries and grades: 
General schedule grades: 
SIE 555 daria Ging dciatnwnctnsnieiainainesadtianl $5, 198 | $5, 654 
baie GS-7.8 GS-7 
Ungraded positions: Average salary_............-..-.....-] $5, 298 $5, 446 
01 Personal services: 
I I ne os a ceenaleemmnaae asia $4, 358, 506 $4, 886, 200 
Positions other CR PTT, ons navicsannntcsaccccssl 85, 022 | 84, 700 | 
Regular pay above 52-week base--............-.-.-.-.- | 13. 606 | 15, 100 
Payment above basic rates...........................- | 142, 522 | 57, 900 
Excess of annual leave earned over leave taken.....__- 8, 729 |_- 
IEE WIN on. cceninnnniiddenwemidenieen | 4, 608, 385 5, 143, 900 
OR a oh atieanice ccaccncens cedennatadeikataawehsnden ead | 155, 142 184, 400 
03 Transportation of things................... ncnpiidainbien 30, 216 25, 000 
04 Communication services.......... va tatientn tide niddavtatediadineags 154, 437 181, 500 
OR ees ee I os co icesnccccecsdeneunsaen 64, 770 70, 200 
OG SPRTRRI GING PRIORI 6 on sn ook ccescvcccecc. 2, 961 4, 000 
GF Cr RE COI oo siniin nn Se since ccckcc cc ensces 278, 813 | 223, 100 | 
Services performed by other accounts. .........-.-...- 577, 633 | 600, 200 
ro on conan eine 307, 053 352, 400 
11 Grants, subsidies, and contributions..............-.------ | 29, 297 | 5, 300 
13 Refunds, awards, and indemnities................-....--- 8, 162 10, 000 
ET SRS cs ocdoccccepatennen ss dada hither dtc 6, 216, 869 6, 800, 000 


1957 estimate 


$6, 424, 000 
268, 000 
708, 000 


7, 400, 000 


1957 estimate 


975 

12 
947 
975 


708 
7.8 
, 427 


+” 


000 
, 500 


500 


000 
700 
2, 500 
800 
3, 200 
300 
100 
700 
400 
5, 300 
000 


~ 
= 


000 








+ 


Budget authorizations, expenditures and balances 


| 1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - - Sl ipa a alco interne ater ala kdias aceite $6, 200, 000 $6, 600, 000 $7, 400, 000 
Transferred (69 Stat. 240) from— 
“Salaries and expenses, Office of the Secretary of the 




















Interior’’___- ; Seewesecenwad See oe tie oe cc esce sete peenseeces 
“Operaton and maintenance, Southwestern Power 
Administration’’ eo 4, 418 pupatwewsliee te peeevauusene 
Transferred from ‘Salaries and expenses, Office of the Solicitor, | 

Interior’ (68 Stat. 362 and 69 Stat. 240) ___. : ~-e-2---2-| 11, 121 ae se area ee Seen 
Adjusted appropriation - 6, 231, 692 | 6, 600, 000 7, 400, 000 
Proposed supplemental due to pay increases - - rece ae See 200, 000 |_..-- ara 
Obligated balance brought forward : awe 84, 552 101, 762 101, 762 
Increase in prior year obligations_.._---.---- i sini hen Steuer 38, 044 |_..- ; susdaamaeea a 
Total budget authorizations available___--__._.--- 6, 354, 288 | 6, 901, 762 | 7, 501, 762 

EXPENDITURES AND BALANCES | 

| 

Expenditures— 
Out of current authorizations. - 6, 119, 148 | 6, 500, 000 | 7, 123, 060 
Out of anticipated supplemental appropriation 192, 300 | 7, 700 
Out of prior authorizations . 118, 555 107, 700 | 92, 300 
Total expenditures 6, 237, 703 6, 800, 000 7, 223, 060 

Unobligated balance no longer available (expiring for obliga- | 
tion) 14, 823 npn his eee Nain mie Se 
Obligated balance carried forward____- 2 101, 762 101, 762 278, 702 
Total expenditures and balances jpeeel ace 6, 354, 288 6, 901, 762 7, 501, 762 


SUMMARY JUSTIFICATION DATA 
Mr. Ranaut. Next is Bonneville Power Administration. We will 
insert pages BP2 to BP17, inclusive, in the record at this point. 
(Information referred to follows.) 
GENERAL STATEMENT 
FISCAL YEAR 1957 ESTIMATES 


Total programs of the Bonneville Power Administration for the fiscal years 
1956 and 1957 are summarized below: 


Fiscal year Fiscal year 
1956 estimate 1957 estimate 


Construction program: 





New appropriations $14, 600, 000 $18, 700, 000 
Utilization of carryover from prior fiscal years. - - ‘ 9, 599, 000 4, 422, 000 
Total, construction program 24, 199, 000 23, 122, 000 
Operation and maintenance program 1 6, 800, 000 7, 400, 000 
Reimbursements - - ‘ 573, 000 333, 000 
Total programs..------ sie sisi aes guia 31, 572, 000 30, 855, 000 


1 Includes $200,000 proposed supplemental for costs of annual employee pay increase. 
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These programs result in appropriation requirements for fiscal year 1957 of 
$26,100,000. Fiscal year 1957 appropriation requirements are compared in the 
following table with appropriations granted or anticipated for fiscal year 1956: 





| | 





Appropriation | 1956 act | 1957 estimate 

, | 
I I a a a ia a ee | $14,600,000 | $18, 700, 000 
Cg TAT EOIN i ii cn ccc nmemeumsienmacsaceecousseus | 16,800, 000 | 7, 400, 000 
A oc ah a ccs adage 21, 400, 000 v4 26, 100, 000 


| 
' 


1 Includes $200,000 proposed supplemental for costs of annual employee pay increase. 


The total programs of the Administration are less in fiscal year 1957 than in 
fiscal year 1956, although the fiscal year 1957 appropriation request represents a 
substantial increase in requirements for new funds. This results from the avail- 
ability in the fiscal year 1956 of $9.6 million from prior years to reduce construc- 
tion appropriation needs, in comparison with an estimated carryover of construc- 
tion funds from fiscal year 1956 to fiseal year 1957 of $4.4 million. 

As indicated in the program table, the fiscal year 1957 construction program 
totals $23.1 million as compared with a construction program of $24.2 million in 
fiscal year 1956. This reduction in construction requirements results from the 
fact that major portions of the transmission capacity required to carry the addi- 
tional output of the new Federal generating plants which are a part of the United 
States Columbia River power system will have been completed or be substantially 
underway prior to fiscal year 1957. 

The increase of $600,000 in operation and maintenance requirements results 
from the expansion of the transmission system as it has been enlarged to carry to 
load centers the production of the new Federal plants. Additional costs for 
operation and maintenance occur as additional lines and substations are added, 
and as pool operations become more complex due to the greater number of plants 
operated in combination. 


Responsibilities and activities of Bonneville Power Administration 


The Administration is responsible for the disposition of electric power produced 
by 16 Federal generating plants in service or under construction in the Pacific 
Northwest. To carry out this responsibility, it constructs and operates high- 
voltage transmission facilities which integrate the Federal power projects, transmit 
the output of Federal powerplants to load: centers, and interconnect the Federal 
system with non-Federal utility systems throughout the region. In addition, 
the Administration develops basic data relative to the long-term power demands 
of the region to provide a firm base for transmission planning and as a guide to 
the additional generation which will be needed; conducts joint engineering studies 
with other regional power systems to determine the most efficient transmission 
network for service to the region; and actively participates with other Government 
agencies and non-Federal groups in planning for the continuing development of 
the region’s potential hydroelectric resources to meet power needs. 

Fiscal year 1957 construction requirements 

Additional scheduled Federal generating capacity..—The Administration’s fiscal 
year 1957 construction program provides for the completion or continuation of 
construction of facilities which have been previously authorized, and for the 
initiation of construction of the additional transmission capacity required to 
carry to load centers the power production of the new Federal generating installa- 
tions which are scheduled to be in operation by January 1960. Such additional 

sapacity must be in service, of course, at the time the new generators are ready for 
operation. It is necessary to initiate work in fiscal year 1957 on all new major 
transmission circuits and substations scheduled for energization by January 1960, 
since about 3% years normally are required for construction of major system 
additions. 

As of the beginning of fiscal year 1957, peaking cs pacity installed on the United 
States Columbia River power system will total 4,976,600 kilowatts. In the 
ensuing 4 fiscal years, 1,985,900 kilowatts of additional capacity will be added 
according to present installation schedules. This will bring to a total of 6,962,500 
kilowatts the peaking capacity on the system at the end of fiscal year 1960, the 
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closing vear of the current budget period. These data are shown in detail in the 
following table: 


Peaking capacity in thousands of kilowatts 





Scheduled for installation fiscal year 1957 














Tn sarvicn || budget period Total in eonetanet 
Project | asof July |— } eet ca 
1, 1956 Fiseal year | Fiscal year | Fiscal] year | Fiscal year 1,1960 | periods 
1957 | 1958 | 1959 1960 | 
| 
Bonneville__-__-- a NE tl oe deci ah Pe bie 
Grand Coulee__-- NE Eis ed a RY) ee 
Hungry Horse BN ee casa et toenails te ee RE adie meet ND Be cee 
ee NE ithe os eehdnkbaavcss eabenmudducd A edi aetnaké BB i nciose es = 
SEN x 6 scnsrcorein 6 966. 0 SE sth eons an er ee ee i + <atedenuitd | | ere ener 
Big Cliff. ....._..| Re el alt eh a SCN ts eae eal eco kewl BD Miccnakasknee 
Lookout Point. -__| IN ee I he A. es ge See ta WOO Fe 
NS RR et eR io ee te oe UR ee Pe or sd 
Albeni Falls____-- te ae ga a eee i at OP Retsaiee cans 
Chief Joseph - -_- 441.6 | 294.4 | 294.4 147.2 6 1,177.6 ciicadetinsdasns 
Chandler.....----| ee hte ook Se bew ca ctekl won Sk rh dl ntacniet fy 
The Dalles_--_---- ee 5 ee 358. 8 358. 8 358. 8 | 1,076.4 179.4 
Ge SEE icepn cree Inemersonc eer 6.2 6.3 jonnnwen-wen-| 0B Ns inca dee nats 
ee (eS eae Se paca ooeueus viAcoe dete | eovet koe cass 28. 8 
Ice Harbor_-__---- SA ci daetare ae SRP RES Bdantevaeseeaeee se: Daily baler oe 310.5 
Hills Creek - -...- | aaceaecncua iii gentepicand Shs th capemepage di sonia web cand pekie WineSsakenes ek 34.5 
. ae . Soe) 
ee 4, 976.6 455.4 659. 4 §12.3 | 358. 8 | 6, 962.5 | 553. 2 
Total sched- | 
ae I a es ae eS ie ae eee a Bacar A 7,515.7 


Joint studies.—All electrical facilities proposed for construction in this budget 
have resulted from joint load, resource and engineering studies made by the 
Administration in cooperation with the customer-utilities affected. Major system 
additions have been the subject of intensive analyzer board studies in which all 
of the larger utilities of the region have participated. These thorough joint 
studies, it is believed, insure that the facilities recommended are needed on the 
schedules proposed and do not duplicate any existing facilities, that they represent 
the best solution to the service problems at hand, and that they will constitute a 
wise investment for the Government. 

Components of construction program.—The Administration’s total fiscal year 
1957 construction program compares with the fiscal year 1956 program by com- 
ponents as follows: 


1956 | 1957 
estimate | estimate 


j 


I I I eel Se ek ee Sere $17, 767, 434 | $12, 628, 000 


New construction. __._...-- Na a Eg ee | 5, 952, 000 10, 073. 000 
General plant (tools and equipment ; Basan eho Sirghcnatapaainami 480, 000 421, 000 


| 
on cant | 
3 





ce kh 


icihicpeiaaiiacia acca aetna eon wkd | 24,199,434 | 23, 122, 000 


These components are discussed in the following paragraphs: 


Transmission and substation facilities under construction.—Requirements in 
fiscal year 1957 for construction in progress will total $12,628,000. Of this 
amount $12,263,000 is needed for major grid and local electrical facilities and 
$365,000 for general system additions. 

The electrical facilities component includes the completion during fiseal year 
1957 of 32 miles of 230-kilovolt or higher capacity transmission lines, 118 miles 
of 115-kilovolt transmission lines and 5 new substations having a total capacity 
of 320,000 kilovolt-amperes, and continuation of construction of 403 miles of 
230-kilovolt and higher capacity lines, 63 miles of 115-kilovolt lines, and 3 new 
substations having a total capacity of 333,000 kilovolt-amperes. Major work 
under way in 28 existing substations will add 2,400,000 kilovolt-amperes of 
230/345-kilovolt transformer capacity and 1,682,000 kilovolt-amperes of lower 
voltage transformer capacity, 75,000 kilovolt-amperes of reactive capacity, and 
miscellaneous other system improvements such as circuit breaker additions and 





id ela! 
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replacements and the addition of neutral boosters. The 230/345-kilovolt trans- 
former capacity is associated with the conversion to 345-kilovolt operation of 
the MeNary-Ross and Chief Joseph-Covington circuits. 

The general system additions component includes three buildings for storage, 
operations and maintenance use, and installations of radio, telemetering, and 
supervisory control equipment. 

The major electrical facilities which will be in progress of construction will 
transmit Chief Joseph power to the Puget Sound area (items 108, 109, and 204), 
interconnect The Dalles powerhouse with the main grid (item 116), and reinforce 
existing facilities in the Seattle, The Dalles, Portland, Coos Bay, Pasco, LaGrande, 
Wenatchee, and Spokane areas (items 113, 116, 119, 122, 125, 126, 132, 134, 136, 
137, 142, and 143). 

New projects —New projects proposed will require $10,073,000 in fiscal year 
1957, of which $9,874,000 is for electrical facilities and $199,000 for general system 
additions. The electrical facilities component includes the initiation in fiscal 
year 1957 of 88 miles of 230-kilovolt transmission lines, 167 miles of 115-kilovolt 
transmission lines, and 8 new substations having a total capacity of 334,000 
kilovolt-amperes. Major work to be initiated in 19 existing substations will 
add 388,000 kilovolt-amperes of transformer capacity, 110,000 kilovolt-amperes 
of reactive capacity, and miscellaneous other system improvements, including 
circuit-breaker additions and replacements for completion in fiscal year 1957 
and later years. 

The more important of the scheduled new projects include a major increase in 
transformer capacity at the Keeler (Bethany) substation (item 128), a 230-kilo- 
volt line from the Santiam substation to the Alvey substation to supply the 
increasing power requirement of southern Oregon (item 131), a 230/115-kilovolt 
substation and a 115-kilovolt line to reinforce facilities serving the eastern Grant 
County, Wash., area (item 139) series capacitors at Columbia substation to in- 
crease the capacity of the Grand Coulee-Olympia line (item 144), a 230-kilovolt 
line from Round Butte to Redmond to transmit the output of the Portland 
General Electric Co.’s proposed Pelton, Oreg., hydroelectric plant to the Admin- 
istration’s main grid (item 129), a substation at Toledo, Oreg., and 230-kilovolt 
line from the main grid to this point to supply additional loads in Lincoln County, 
Oreg., a 115-kilovolt line from Columbia Falls to Trego to serve northwestern 
Montana (item 635), and a 115-kilovolt line from the Big Eddy substation to 
De Moss to serve north central Oregon (item 713). 

The general system additions component includes four maintenance and stor- 
age buildings, and radio equipment. 

Tools and equipment.—Requirements for vehicles, and construction, shop, 
laboratory, and communication test equipment, including replacement of obso- 
lete and costly-to-maintain items, will total $421,000 in fiscal year 1957. 

Fiscal year 1957 operation and maintenance requirements 

Fiseal year 1957 requirements for operation and maintenance by major activi- 

ties are summarized below with comparable fiscal year 1956 data: 








| | 
' 
ids Fiscal year Fiscal year 
Activity 1956 1957 
System operation and maintenance.------...----..-------------- be ceeds’ | $5, 863, 700 | $6, 424, 000 
Power contracts and rates- -- i pis aca hil a ae re 266, 100 268, 000 
General administration.- ------------ = eeu aa aahes peiesiatensaeel 670, 200 ¥ 708, 000 
CUD GN BRIN is 5 obo dec tin cnc desccnwnatencennnd 6, 800, 000 7, 400, 000 


As is shown in the above table, increases requested in fiscal year 1957 are mainly 
for the direct operation and maintenance of the Administration’s transmission 
grid. The continuing expansion of the system, to bring to load centers the 
additional supplies of Federal power becoming available in large blocks each year, 
makes these increases necessary. 

The estimates for fiscal year 1957 represent a level of maintenance intended to 
provide the continuity of electrical service required by the Administration’s 
position as the major wholesaler of power in the region and the consequent de- 
pendence of distributing utilities and large industrial plants on the Administration 
as a source of power. This level is based upon frequencies for maintenance of 
equipment and facilities which have been determined by the Administration’s 
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experience as an operating utility. Consideration has been given to maintenance 
practices of other utilities and to manufacturers’ recommendations. Frequencies 
of maintenance are generally lower than standards followed by the industry and 
recommended by manufacturers. Similarly, the level of operations has been 
established to provide the required reliability of service. Manning of substations 
is generally at the same level as previous years and reflects economies achieved 
through operating agreements with other utilities and through supervisory control 
of unmanned substations from central points or from manned substations. 

Operational studies, analyses of power resources and loads required for system 
operation, and participation in the planning for the development of new power 
resources (determining operating plans for the Federal projects, coordination with 
the Northwest power pool, staff work for regional power development committees, 
and integration studies with prospective owners of new non-Federal generating 
plants, etc.) will be performed in fiscal year 1957 at only slightly higher levels than 
in 1956. The increases result from the need for more intensive technical studies 
of the effect of proposals for new non-Federal hydro projects as these come nearer 
to fruition. Preliminary studies currently being made need to be refined, both as 
to the impact upon the Government’s system and methods of operation, and as to 
precise methods of integrating partnership plants with the Federal generating 
System. 

The following statistics illustrate the continuing growth of the system: 











Facilities in operation July 1954 July 1955 | July 1956 | July 1957 
Generating plants in operation ___ ae § 9 11 | 12 
Miles of transmission lines (circuit miles) _______| 6, 377 6, 702 7,195 | 7, 348 
Number of substations-_ -_- eee 1 58 174 | 178 | 185 
Transformer capacity (kilovolt- amperes Sige! 6, 153, 000 7, 337, 000 8, 113, 000 10, 770, 000 


Fiscal year 1957 estimates for power contract and billing work are essentially 
the same as for 1956. 

The fiscal year 1957 estimates for general administrative activities, which in- 
clude personnel, administrative services, procurement, accounting and budget 
work, are slightly higher than the previous year. Staffing for these activities in 
fiscal year 1957 is held at the same level as the previous year, but the operation 
and maintenance appropriation requirement is increased since the staff will devote 
a higher proportion of its time to operation and maintenance and less to con- 
struction. 


Power situation 


Last year.—Streamflow conditions of major power streams in the Pacific 
Northwest were quite favorable during the 1954-55 operating year. The Ad- 
ministration supplied all requirements of the public agencies and the privately 
owned utilities as well as firm power under contract to industry. In addition, 
interruptible industrial loads were supplied except for an interval near the end of 
the storage drawdown season. Peaking conditions became critical at that time 
and part of the interruptible industrial loads could be supplied only by non- 
Federal resources during high-load hours until reservoirs began filling. The short- 
age period extended from March 21 to May 16. 

Current operating year to March 1956.—Streamflow resources for the current 
year as of the first of March have been better than median. The Administration 
was able to supply the full requirements of all of its customers, including nonfirm 
supplies to the privately owned utilities and industries, except during the peak 
load hours of 2 days in mid-November when supplies for interruptible industrial 
loads were curtailed to the extent of 97,000 kilowatts. This curtailment resulted 
from a large increase in peak loads throughout the Northwest caused by abnor- 
mally cold weather, with temperature declines ranging from 26 to 41 degrees below 
normal. The total BPA system peak generation reached a new high on Novem- 
ber 15, 4,362,000 kilowatts. 

The extreme cold weather in November, which surpassed all records for this 
time of the year, caused loads of the west group of the Northwest power pool to 
rise to levels which substantially exceeded the forecasted winter peaks. The 
west group peak load including BPA loads in Montana for the week ending 
November 17 climbed to 6,535,000 kilowatts, which was 460,000 kilowatts, or 
8 percent, above the peak forecasted for the month of November. There was not 
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sufficient warning to have all the steam plants in operation, but steam-electric 
generation ranging from 100,000 to 220,000 kilowatts was utilized during the 
heavy load hours. Fortunately, the cold weather occurred at a time when 
streamflows were relatively high and reservoirs were at or near top elevation, 
affording maximum system peaking capabilities. 

Loads of the west group utilities continued to exceed seasonal estimates into 
December, dropping below the estimates by the end of the month when tem- 
peratures rose to above normal. The loads continued below the seasonal esti- 
mates until late in January when they rose sharply as temperatures again fell 
farbelownormal. Thebelow normal temperatures continued through February and 
caused the west group energy loads to average about 200,000 kilowatts above 
seasonal estimates. New generation records were established for the Federal 
plants with an hourly peak generation of 4,479,000 kilowatts occurring 8-9 a. m. 
on February 1 and a maximum 24-hour generation of 93,740,000 kilowatt-hours 
on February 16. All west group loads during the month’ of February were 
served with hydrogeneration and minimum amounts of steam except during 
peak hours on 3 days of the month when generation from steam rose to & maxi- 
mum of 136,000 kilowatts. 

Current operating year, remainder of storage drawdown period, March to mid-April 
1956.—With continuing better than median streamflow during the remainder of 
the storage drawdown period March | to about mid-April 1956 the Administration 
would be able to fully supply the firm requirement of the public agencies and the 
firm and nonfirm requirements of the privately owned utilities and industries, 
Even under adverse weather conditions all of the energy load would be met. 
Peaking capacity available for interruptible loads, however, is still dependent on 
area temperatures and resulting peak load levels. 

Future years under critical hydro conditions and no additional generation.— Under 
critical year hydro conditions, if no additional generating plants are built other 
than those now under firm construction schedules, all of the firm requirements of 
the public agencies and industries could be met from Federal hydro resources for 
the years 1956-57 through 1964-65. The Administration, however, could only 
supply varying and insufficient amounts of power to the privately owned utilities 
and could meet none of its interruptible industrial load. Only about 60 percent 
of the requirements of the privately owned utilities could be met through 1958-59. 
This supply would decrease to about 25 percent by the year 1962-63 and to none 
in 1965-66. The energy requirements of the private utilities in addition to their 
own hydro resources range from about 800,000 kilowatts in 1956-57 to about 
1,300,000 kilowatts in 1962-63 and 1,800,000 kilowatts in 1965-66. 

The requirements by the privately owned utilities and industries which could 
not be supplied by the Administration could be met in part by available hydro 
tnd stream generation in the west group pool. Until 1958-59 only about 60,000 
to 150,000 kilowatts of steam-electric generation would be required by the private 
utilities to meet their full requirements. By 1961-62 the use of all resources 
including steam-electric generation of about 400,000 kilowatts would still fall 
short by about 97,000 kilowatts of meeting the west group area firm requirements. 
Only limited amounts of steam generation would be available each year through 
1960-61 to meet the interruptible industrial loads. 

Future years under median hydro conditions and no additional generation.—Under 
median hydro conditions in 1956-57, and with no additional generation, the 
Administration could serve all requirements of the public and private utilities, 
firm industrial loads, and about 280,000 kilowatts of the 615,000 kilowatts of 
interruptible industrial. The remaining 335,000 kilowatts of interruptible loads 
could be served from non-Federal hydro and steam resources available in the 
pool. By 1962-63 it would be impossible to supply any appreciable portion of 
the interruptible industrial load from Federal hydro resources. Beginning with 
the year 1962-63 there would be shortages in meeting the nonfirm requirements 
of the privately owned utilities from Federal hydro resources. 

West group area hydro resources and steam generation could almost meet all 
of the area’s firm requirements in 1964-65. A shortage of about 400,000 kilo- 
watts to fully meet the private utility requirements after using all available 
resources would occur in the year 1965-66. 

Need for new resources.—Based on an area power study dated August 5, 1955, 
prepared by the Administration, a critical need for new resources after 1958-59 
is evident. By 1961-62 under critical year hydro conditions and assuming all of 
the projects that are now definitely scheduled for construction will have been 
completed, the total west group resources at that time including all steam-electric 
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generation will be short 100,000 kilowatts of meeting its firm loads. No resources 
would be available to meet interruptible industrial loads. The projected capa- 
bilities do not include any machine outages. The load requirements are based 
on normal temperatures and do not provide for abnormal rises in loads because 
of departures in temperatures such as occurred in November of this year. These 
factors tend to increase the amount of shortage of capabilities to meet the area 
requirements and indicate the need for prompt scheduling of additional resources 
for production by 1961-62 or earlier, and for further additions to generating 
capacity to be in service in later years to supply load growth. The Administra- 
tion is actively participating in the regionwide planning which must precede the 
scheduling of the needed additional generating capacity. 
Financial position 

The accounts of the commercial power operations of the Columbia River power 
system, which includes the Bonneville Power Administration’s transmission net- 
work and the hydroelectric generating projects of the Bureau of Reclamation 
and the Corps of Engineers for which the Bonneville Power Administration is the 
marketing agent, are subject to an annual commercial-type audit by the General 
Accounting Office. This audit shows that the Government’s power operations 
in the Pacific Northwest continue to be in a very sound financial position. 

Revenues and expenses fiscal year 1955.—Favorable streamflows, with the excep- 
tion of a short period beginning in March 1955, in the Columbia River Basin 
during fiscal year 1955, together with the installation of additional generating 
units in service at the various dams under construction, resulted in total gross 
operating revenues of $52,066,482.!. This was an increase of $6,748,789, or 14.89 
percent over the $45,317,693 reported for fiscal year 1954. 

While gross revenues will continue to increase in subsequent years due to the 
additional installation of generating units, it is expected that net revenues will 
not be reflected by a proportionate increase due to two major factors: 


1. Postponement of any increase in the Administration’s wholesale power 
rates until December 1957, or later, and 

2. The higher construction costs of new dams and powerplants being 
placed in service. 


An additional factor which also affects current costs is the necessity of building 
major transmission facilities to transmit power from the new hydroelectric proj- 
ects. When the first generating unit at such projects goes into service, the full 
capacity of the transmission investment may not be utilized until additional units 
are placed in service with the result that during the developmental period for a 
new generating plant, transmission costs will be disproportionate to actual produc- 
tion of revenue. 

Of the $52,066,482 gross revenues of the Columbia River power system in 
fiscal year 1955, $13,020,810, or 25.01 percent, was applied to operating and 
maintenance cost; $14,516,958, or 27.88 percent, was applied to depreciation costs, 
and $15,937,409, or 30.61 percent, was applied to interest costs, leaving a net 
revenue for fiscal year 1955 of $8,591,305, or 16.5 percent. 

Cumulative revenues and expenses from inception to June 30, 1955.—Total oper- 
ating revenues of the commercial power operations of the Columbia River power 
system from inception to June 30, 1955, were $401,813,269. Of this amount 
$110,190,581, or 27.42 percent, was applied to operation and maintenance cost; 
$80,462,504 or 20.02 percent, was applied to depreciation costs, and $101,080,450, 
or 25.16 percent, was applied to interest costs, leaving a net revenue of 
$110,079,734, or 27.40 percent. 

The new operating project included in the 1955 revenue and expense statements 
was Lookout Point-Dexter, on the Willamette River. 

Capital investment of the United States Government and status of repayment as 
of June 30, 1955.—Total capital investment of the United States Government in 
the commercial power components of the operating projects only as of June 30, 
1955, amounted to $1,123,063,162. This is shown on the tables below. The 
amount of this power capital investment repaid as of June 30, 1955, was 
$192,188,387, or 17.11 percent. After the application of this repayment the net 
power capital investment in these operating projects as of June 30, 1955, amounted 
to $930,874,775. In addition to the above repayment of capital, operating and 





1 These are the combined revenues of the Columbia River pewer system and include amounts totaling 
$88,427 collected directly at the generating plants as well as those collected by the Bonneville Power Ad- 
ministration. 
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maintenance expenses in the amount of $96,772,126, and interest expense of 
$101,080,450 have been repaid to June 30, 1955. The operating, maintenance, 
and interest expenses are repaid annually. 

Rate schedule.-—The Bonneville Power Administration has not made any major 
revisions in its rate schedules for a number of years. A study made by Ford, 
Bacon & Davis, Inc., dated November 1, 1955, contains a number of recom- 
mendations for revisions. The Administration has not as yet completed its 
analysis of the report and is therefore not in a position to make a definite statement 
as to the possible effect that these recommended revisions would have upon the 
revenues of the Columbia River power system. 


CoutuMBIA RIVER POWER SystTEM 


Summary of Federal investment in the operating power projects and repayment 
as of June 30, 1955 

















| . 
Gross | , Net 
| investment | Repayments | investment 

Investment in current expense: 
Operation, maintenance, ete..............-.....-........ | $96,772,126 | $96, 772,126 | 0 
NG kita id sdaeesnvnsdecnsarce uiMini anak wekacsaeen | 101,080,450 | 101, 080, 450 | 0 
Total, current expenses - ------- cissgciaesbceknanadethes 197, 852,576 | 197, 852, 576 0 

Capital investment: Pe ee ees an ae 

Invested capital ?_----- aie aie : ogi .---|1, 123, 063,162 | 192,188,387 | $930, 874,775 
Unexpended (uninvested) appropriations ---------- ; 47, 879, 481 47, 879, 481 
Gross capital investment .-.........-.-..-- <aaaninaes 1, 170, 942, 643 192, 188, 387 978, 754, 256 
Total Federal investment_-......-...---- -..-----.-|1, 368, 795, 219 390, 040, 963 | 978, 754, 256 


1 The Columbia River power system does not receive appropriations for payment of interest, but imputes 
and includes in its accounts provisions for interest expense and returns receipts to the Treasury as repayment 
of such expense. , 

2 Includes interest during construction of $47,073,402, which will be repaid to the Treasury as part of the 
capital cost of electric plant, and $15,039,591 of interest charged to future downstream regulation recover- 
able from operations of future downstream hydroelectric plants. 


Return of power capital investment by individual projects (operating projects only) 
as of June 80, 1956 











j | 

eiiiiae Power capital | Repaid as of | Percent | Net power 

Project investment! | June 30 1955! repaid | investment ! 

| 

Bonneville Power Administration.............___| $383, 200, 518 $94, 849, 512 | 24.75 | $288, 351, 006 
Bonneville Dam project_.......__- Blaine 59,812,351 | 22,991, 224 38. 44 36, 821, 127 
Columbia Basin project.-......................-.- 221, 573, 779 58, 802, 897 26. 54 162, 770, 882 
a, ea 87, 883, 133 4, 359, 403 4. 96 83, 523, 730 
Albeni Fells twotect...........sseccesnnss Le 29, 935, 243 549, 617 1 84 29, 385, 626 
kt Dl a ere 257, 870, 656 &, 797, 362 | 3.41 | 249, 073, 294 
Detroit-Big Cliff project. _.___. lutasteedatmans wade tusteii'e 41, 644, 652 1, 431, 187 3. 44 | 40, 213, 465 
Lookout Point-Dexter project_................- a 41, 142, 830 407, 185 | . 99 | 40, 735, 645 
SE tnicntinkdedatinatiaesnua essai 1, 123, 063, 162 192, 188, 387 | 17. 11 | 930, 874, 775 





1 Exclusive of unexpended funds in U. S. Treasury. 


Mr. Ranaut. I believe you have a statement, Mr. Pearl, and I 
wondered if you wanted to put it in the record and talk about it? 
Mr. Peart. Yes. I would like to do that. 
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GENERAL STATEMENT OF ADMINISTRATOR 


Mr. Rasavt. All right. Without objection, we will put Mr. 
Pearl’s statement in the record. 
(Statement referred to follows:) 


STATEMENT OF WILLIAM A, PEARL, ADMINISTRATOR, BONNEVILLE POWER 
ADMINISTRATION 


Mr. Chairman and members of the committee, thank you for the privilege of 
discussing with you the plans and appropriation requirements of the Bonneville 
Power Administration for fiscal year 1957. 

The significance of the Bonneville Power Administration’s budget rests upon 
our position as the major wholesaler of electric power in the four-State Pacific 
Northwest region (Oregon, Washington, northern Idaho, and Montana west of 
the Continental Divide). In fiscal year 1957, the Federal power generating plants 
for which we are marketing agent will provide about 65 percent of the total generat- 
ing capacity within this region, and over our grid system will be transmitted to 
wholesale load centers about 67 percent of the total energy produced. This 
places upon us a real responsibility to complete our new construction on the 
schedules we have agreed upon with our customers, for their plans are geared to 
ours. We also have areal responsibility to render efficient and adequate service, 
since the quality of our service affects the quality of electric service in the entire 
region. Our budget request, which we are explaining today, is merely a summary 
of our plans for supplying Federal power at wholesale in the Pacific Northwest. 

Our program falls into two parts, ‘‘Construction and operation’’ and ‘‘ Mainte- 
nance.’ Construction funds in the amount of $18.7 million are needed in fiscal 
vear 1957. These funds are required for two purposes: (1) To provide the new 
electrical and ancillary facilities which we must have to transmit to major centers 
the power production of the new generating plants which are now under con- 
struction, and (2) to provide increased delivery capacity at local points of supply 
to our customers. 

Under ‘‘Operations and maintenance”’ are grouped our fund requirements for 
the management of our system, and for operating and maintaining it. For these 
purposes we will need $7.4 million in fiscal year 1957. 

Our requirements for new appropriations for fiscal year 1957 are compared with 
appropriations granted for fiscal year 1956 in the following table: 


Fiscal year 
1956 appro- 
priations 


Fiscal year Appropria- 
1957 request | tion increase 





NNR SE 5B ee ana een eam eaieieaee $14, 600, 000 $18, 700, 000 | $4, 100, 000 
Operation and maintenance... . 22... cnsenscccene---2eeees=- 1 6, 800, 000 7, 400, 000 | 600, 000 
PR kitnernudasancecenas SS ee oe eee Ee 21, 400, 000 26, 100, 000 4, 700, 000 


1 Includes $200,000 as the estimated costs of annual employee pay increase, as shown in the Administra- 
tion’s budget document. On the basis of 42 year’s actual experience in 1956, this amount has been reduced 
to $187,500, for which a supplemental] appropriation is requested. 


Although, as shown in the above table, our appropriation requirements are 
greater in 1957 than in the previous year, this does not mean an increase in our 
total annual program. Our 1957 program actually is $700,000 less than in 1956. 
This results from the availability of almost $9.6 million in carryover construction 
funds to supplement current appropriations in 1956, while in 1957 available 
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carryover construction funds will be reduced to $4.4 million. Total programs 
for the 2 years are compared below: 


Program 


Fiscal year | Fiscal year | Snee 
c cs ‘rease 
1956 program | 1957 program Crease or 
(decrease ) 
Construction program: 
New appropriations $14, 600, 000 $18, 700, 000 $4, 100, 000 
Utilization of carryover from prior fiscal years 9, 599, 000 4, 422, 000 (5, 177, 000) 
Total, construction program 24, 199, 000 23, 122, 000 (1, 077, 000) 
Operation and maintenance program 16, 800, 000 7, 400, 000 600, 000 
Reimbursements__....-.---- 573, 000 333, 000 (240, 000) 
Total programs. ---- decal d ea 31, 572, 000 30, 855, 000 (717, 000) 


1 Includes $200,000 as the estimated costs of annual employee pay increase, as shown in the Administra- 
tion’s budget document. On the basis of be year’s actual experience in 1956, this amount has been reduced 
to $187,500, for which a supplemental appropriation is requested, 


CONSTRUCTION REQUIREMENTS 


In a very real sense the construction funds we are requesting are investment 
funds. The Federal power system of the Pacific Northwest has proved to be a 
very sound investment for the Government. The system has paid its way and 
earned a very comfortable surplus. It will continue to do so. More specifically, 
as of June 30, 1955, we have earned net revenues from the inception of our opera- 
tions of over $110 million, after meeting full costs of operation, maintenance, 
interest, and depreciation. Net revenues are, of course, for the entire Federal 
system, generating plants as well as transmission. The repayment of the invest- 
ment is well ahead of schedule. 

In the 4-year period beginning with fiscal year 1957, the Federal generating 
capacity in service will increase from 5 million kilowatts to 7 million kilowatts. 
Our request for fiscal year 1957 construction funds provides for work on the trans- 
mission network and customer service additions needed to accommodate this 
additional generating capacity. 

The construction funds totaling $23,122,000 which we have programed in fiscal 
year 1957 will be applied as follows: 


In vey 
4 mount Percent of 


total 
Construction in progress (transmission facilities previously approved) $12, 628, 000 54.6 
New construction (new transmission facilities) --- 10, 073, 000 13.6 
General plant (tools and equipment) - 421, 000 1.8 
PRs aa Gate nenté . 23, 122, 000 100. 0 


I would like to mention briefly some of the more important new projects which 
we are proposing. In order of budget item number these are: 

Item 128: A second 150,000-kilovolt-ampere 230/115-kilovolt transformer bank 
at Keeler (Bethany) substation, to expand supply to the cities of Forest Grove 
and MeMinnville, the Tillamook County People’s Utility District, the West 
Oregon Electric Cooperative, the Portland General Electric Co., and the Pacifie 
Power & Light Co. 

Item 129: A 230-kilovolt transmission line from Round Butte to Redmond, 
Oreg., to transmit the output of the Portland General Electric Co.’s proposed 
Pelton plant to the Administration’s main grid. 

Item 131: A second 230-kilovolt main grid transmission line from Santiam 
to Alvey, to supply load growth of southwest Oregon. 

Item 139: A 150,000-kilovolt-ampere, 230/115 kilovolt substation, a 23-mile, 
115-kilovolt line and a switching station, in eastern Grant County, to reinforce 
present facilities which supply the Grant County Publie Utility District and the 
Bureau of Reclamation in the Moses Lake area, and to interconnect with the 
Washington Water Power Co. 
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Item 144: Series capacitors in the Grand Coulee-Olympia 287-kilovolt line at 
the Columbia substation to increase the effective capacity of this line and elimi- 
nate overloading of the Covington-Tacoma 230-kilovolt lines. 

Item 355: A 230-kilovolt transmission line from the main grid to Toledo, 
Oreg., and 75,000 kilovolt-amperes of transformer capacity at Toledo to supply 
loads in Lincoln County. 

Item 635: A 45-mile, 115-kilovolt transmission line from Columbia Falls to 
Trego, Mont., and a 6,000-kilovolt-amphere substation at Trego, to serve the 
Lincoln Electric Cooperative. 

Item 713: A 26-mile, 115-kilovolt transmission line from Big Eddy to DeMoss, 
Oreg., and a 15,000-kilovolt-ampere substation at DeMoss to serve Pacific Power 
& Light Co,, the Wasco Electric Cooperative, and the Columbia Basin Electric 
Cooperative. 

Last year I was able to report to you that we had undertaken thorough reviews 
with our customers of all new facilities in our program. This year we have 
strengthened and accelerated our construction planning procedures. Each 
facility proposed in our budget has been the subject of a comprehensive engineering 
study in which concerned customers have participated jointly with us. Such joint 
studies have led to full agreement as to the need for the system additions proposed 
and as to the schedules for their construction. Construction plans of our cus- 
tomers, in turn, are geared to ours. 


OPERATION AND MAINTENANCE REQUIREMENTS 


I have pointed out that the funds we are requesting for construction will be a 
sound investment for the Government. I believe this is equally true of the funds 
we are requesting for O. and M. It is good economy properly to maintain from 
year to year any electrical plant. Deferred or incomplete maintenance is expen- 
sive. 

I am happy to report that the recent severe rains and floods in the Pacific 
Northwest caused comparatively little damage to and interruption of service on 
transmission lines and substations of the Administration. In southwest Oregon 
fewer than five transmission line structures were damaged by erosion and ap- 
proximately the same number of conductors broken by falling trees. Major 
damage, however, occurred to access roads, culverts and bridges. While this 
latter damage did not cause any system outages it must be repaired promptly to 
provide access to the system for scheduled and emergency maintenance. The 
severe tests to which our transmission system was subjected by the high winds, 
extreme rainfall and resulting floods attest to the quality of the design and con- 
struction of our system, and demonstrate the soundness of good maintenance 
practices. 

In fiseal year 1957 the value of our plant in service will average $388 million— 
$3,350,700, 45.3 percent of our total O. and M. request, will be used for direct 
system maintenance. This represents 8.6 mills for maintenance per dollar of 
plant in service. 

Similarly it is good economy to operate properly a system such as ours. 
Inadequate operations not only give rise to service problems for our customers 
and for the ultimate consumers whom they serve, but also cost the Government 
money. Faulty operations and service failures mean loss of revenue to the 
Government. 32.3 percent of our total O. and M. request, $2,388,700, represents 
costs for direct system operations (manning of substations, power scheduling and 
dispatching, lease of communications and electrical circuits, etec.). With esti- 
mated revenues of $68.5 million for fiscal year 1957, direct system operations 
will require 3.49 cents of each revenue dollar. 

We have given a great deal of attention to utilizing actual cost data in arriving 
at our budget estimates for direct operation and maintenance. These require- 
ments account for 77.6 percent of our total operation and maintenance budget. 
We have made every effort to keep the appropriation request for operation and 
maintenance to a level comparable to accepted utility practices, to render reliable 
quality of service, and to maintain the system properly. We believe that the 
estimate provides insurance against prolonged outages or failure of the trans- 
mission system. We have not attempted to include funds which would insure 
against extraordinary emergencies which cannot be foreseen. 

Certain basic types of work are also an essential part of the operation of our 
system. These include load estimating, determining schedules and operating 
plans for additional generating units and reservoirs, planning with the Northwest 
Power Pool utilities and others with respect to future operations, engineering 
and design of modifications to facilities in service. These types of work will 
require $684,600, 9.2 percent of our total O. and M. request. The several system 
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operation and maintenance activities thus account for 86.8 percent of our total 
QO. and M. request. 

Power contract and rate activities which include working out plans of service 
with customers, contract negotiations, billing, and rate studies, will require 
$268,000, 3.6 percent of our total O. and M. request. 

The management of our system, requirements for which are grouped under the 
title “general administration,” accounts for 9.6 percent of our total O. and M. 
requirements. General administration includes my office, personnel, safety, labor 
relations, accounting, administrative and general services, procurement, budget, 
ete. We feel that the $708,000 which we are requesting is the minimum necessary 
for good management. We are planning no increases in staff in these activities. 

Our total O. and M. request of $7.4 million represents 1.9 cents for O. and M. 
per dollar of plant in service, the lowest ratio of O. and M. to plant in our history. 

The increase in our O. and M. requirements from 1956 to 1957 results entirely 
from the growth of our system. Two new generating plants and 791,900 kilowatts 
of additional generating capacity will be added. In addition, we are adding to 
the transmission system 4 substations, 776,000 kilovolt-amperes of transformer 
capacity, 410 structure miles of high-voltage line—about $39.7 million of plant 
in all. 

This year we have expanded our customer-review process to cover our QO. and 
M. program as well as construction. We have advised our customers of our 
proposed substation manning, of our planned frequencies of maintenance, and 
of other aspects of our O. and M. program, and incorporated their suggestions 
to the extent practicable. The comments of our customers indicate clearly 
that they share our belief that our practices are conservative and in line with 
accepted utility standards. 

That, briefly, is an outline of our plans for fiscal year 1957. I will be glad to 
supply any further information you would like. 


CURRENT POWER SITUATION 

During the current operating year the Administration has been able to supply 
the full requirements of its customers, including nonfirm supplies to the privately 
owned utilities and industries, except for minor amounts. It is expected that 
we will be able to continue supplying all requirements for the remainder of this 
operating year. 

Perhaps the major occurrence during.the past winter is that loads were sharply 
over estimates. For example, the peak load of the West Group of the Northwest 
Power Pool climbed to 6,535,000 kilowatts in November. This was 460,000 
kilowatts or 8 percent above the forecast. Asa result, distrubutors have revised- 
load forecasts upward, with the result that the present area forecast for January 
1960, the end year of the fiscal year 1957 budget period, is substantially higher 
than earlier estimates. The Administration’s budget request for fiscal year 1957 
is based upon these most recent estimates. 

Thank you. 


Mr. Rasaut. Do you want to say something about your statement, 
briefly? 

Mr. Peart. Mr. Chairman, I believe that with the use of a few 
charts we have I can cover our budget requirements in a shorter time 
and more clearly than by any other method, if that meets with your 
approval. 

Mr. Rasaut. It meets with my approval provided it is of benefit 
in the point of time. 

Mr. Peary. We will proceed that way. I am sure that I can do it 
in a minimum length of time this way. 

Mr. Rapavr. All right, proceed. 

Mr. Peary. We appreciate the courtesy you have extended us in 
the past and are extending now. With these charts we can cover our 
general budget requirements in a minimum amount of time. 


DEVELOPMENT OF AMOUNT REQUESTED FOR 1957 


Our appropriation statistics and our program for fiscal 1957 are 
shown on the chart that we have displayed here. You will notice that 
77044—56——2 
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the appropriations we are asking for amount to $18,700,000 for con- 
struction and $7,400,000 for operation and maintenance. This makes 
our total request $26,100,000. Now, that total differs from our total 
program in that we have a carryover and certain reimbursable ac- 
tivities. You will notice our program for 1957 calls for $30,855,000. 
The difference between our program and our appropriation request is 
accounted for by carryover of $4,422,000, and reimbursements of 
$333,000. 

To compare that with last year, you will notice that our program 
is remaining about constant. Last year, that is fiscal 1956, our pro- 
gram was $31,572,434 and our appropriations amounted to $21,400,000. 

So, while our appropriation request is larger this year, our actual 
program is a little smaller. 

Mr. Chairman, would you like to have questions or shall I go on 
with the presentation? 

Mr. Ranaut. The deduction of one figure from the other results in 
the $26,100,000 appropriation request; is that right? 

Mr. Pearu. The appropriations we are asking for, $26,100,000, differ 
from program by carryover, $4,422,000 and re imburseme nts, $333,000. 

Mr. Davis. Reimbursement from whom and for what? 

Mr. Peart. Reimbursements include funds we take in from various 
sources, such as for administrative services, and minor items of income 
other than revenue from sale of power. 

Mr. Ranaut. Is some of it from other agencies of Government? 

Mr. Prary. Yes. About $242,000 is from other agencies. 

Shall I proceed, or are there other questions? 

Mr. Maanuson. Why do you have this $4,422,000 carryover? 

Mr. Peart. Why do we have it? It is due to changes in our pro- 
gram, defe rrals, money that we have saved on equipment purchases 
and other items. If you want more detail on it I can give you a chart 
showing exactly where it comes from. 

Mr. Ranaut. His question is very good because last vear you stated 
you did not expect any carryover of funds from 1956 to 1957. 

Now you estimate carryover at $4,422,000; quite a difference. 

Mr. Peary. That is right. We were able to make reductions in 
our program requirements. Here is the chart showing the changes. 
Item 1, changes in total cost, account for 30 percent, or $1,340,000. 
We were able to buy transformers and other equipment cheaper than 
we thought we could. In other words, there was a “white sale” on. 

Item 2, use of materials available from stock or system, $1,521,000. 
Previous to the time you design a facility vou are not sure just what 
you are going to use, whether you will have it in stock or not. We 
are in the process of trying to reduce the stock that we have at Bonne- 
ville and we make use of everything we have i in stock that we can. 

Mr. Ranaut. What is the third item? 

Mr. Peart. Third is changes in plan, $1,615,000. That is, where 
we have a proposed plan, say, to increase the size of a substation and 
later load-growth studies indicate we do not need to do it, or where we 
find we can make a change somewhere else to reduce costs. Our 
plans are the result, of course, of making a study of load centers and 
load growths which we must estimate a number of vears in advance; 
but as we get nearer to the time of actual construction we have more 
accurate statistics to work with. As a result of changes in plan we 
were able to save $1,615,000. 

The next, item 4, is changes in scheduling, $497,000. By the same 
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token a project that appears as though it should go in this year, or 
require a certain expenditure this year, maybe can be put off until 
next year. We operate on the general theory that we do not spend 
the money until it is essential. 

Mr. Ranaut. That is a postponement? 

Mr. Pear. Yes. 

Mr. Rapavt. Five? 

Mr. Praru. Item 5 is anticipated unearmarked reductions, $322,000 
as discussed on page BP23 of our budget document. Then, other 
smal] items, $113,000. When you sum these all up you arrive at 
a figure of $5,408,000 for program reductions. 

Against these reductions we had miscellaneous unscheduled cleanup 
work that we did in our 1956 program, $233,000, and appropriation 
reductions absorbed of $753,000. These total $986,000. When this 
sum is deducted from our total program reductions of $5,408,000, 
we have a net reduction of $4,422,000, which is our carryover figure. 

Mr. Rasaut. What does that mean, appropriation reductions 
absorbed? 

Mr. Peary. Last year Congress cut us back on the total appro- 
priations we had requested for the year. The sum of these two pro- 
gram changes on the plus side, $986,000, when subtracted from our 
reductions, gives us a carryover. That is the route by which we 
arrived at the $4,422,000 carryover 

Mr. Maenuson. Are you essentially carrying out your 1956 pro- 
gram? 

Mr. Pearu. We are carrying out our 1956 program. We have a 
chart on that, I do not know whether we brought it along or not. 
I can show you the chart, or I can say we are carrying out the program. 

Mr. Maenuson. | think when you say that we do not need the 
chart. 

Mr. Praru. The chart merely shows that we carried out the pro- 
gram. 

Mr. Kirwan. Proceed. 

POWER SOLD 


Mr. Peart. The chart that we are now displaying shows you the 
percent of the energy that each one of the utilities in the Northwest 
power pool purchased from us last year. For the Portland General 
Electric Co., 61.7 percent of the energy they sold came from the 
Bonneville Power Administration. Pacific Power & Light, 55.5 per- 
cent; Tacoma City Light, 52.7; Seattle City Light, 21.4; Shinkane 
Power Co., 13.7; Washington Water Power Co., 11.1; Puget Sound 
Power & L ight, 10 percent; and Idaho Power, 0.4 percent. 

Mr. Kirwan. Were they all private concerns? 

Mr. Peart. No. Tacoma and Seattle are municipalities. One 
statement I should add. This does not mean this is the amount they 
had to have to carry their load. This is the amount they elected to 
buy from us. 


CONSTRUCTION PROGRAM 


Now for our construction program: Our overall budget is divided 
into two parts, ‘Operation and maintenance,” and “Construction.” 
Our construction request consists of sufficient funds to build trans- 
mission lines and substations to carry new generation to the load 
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centers. We have in our area about one-half million kilowatts of 
new generation coming on each year for the next 4 or 5 years. 

To give you the detail of just how much, we have prepared this 
chart. The column at the left shows the amount of generation we 
will have as of July 1, 1956, 4,976,600 kilowatts. We have coming on 
the line in fiscal year 1957, 455,400 kilowatts; in 1958, 659,400; in 
1959, 512,300; and in 1960, 358,800. In other words, roughly a half 
million a year. These years we consider our budget period. Of 
course, you will notice that as of July 1, 1960, we will have 6,962,500 
kilowatts. There are several units under construction that will come 
along later. 

RATE SCHEDULE 


Mr. Krrwan. The justification states a recent study made by Ford, 
Bacon & Davis contains a number of recommendations for revision 
in the rate schedule. What can you tell us at this time of the possible 
effect of these recommendations on the present rate schedule? 

Mr. Peart. We announced last year that Bonneville would not 
increase its rates previous to December 1957. Each year we make 
a study to determine whether our rates are bringing in enough revenue 
to meet our expenses. We do not think we should try to predict 
further than that what our rates should be. The Ford, Bacon & 
Davis report is being studied by the group at Bonneville. We will 
complete our study in about a month. The Ford, Bacon & Davis 
report has been referred to the public power groups, to the private 
groups, and to various others for their comments. 

When we have completed our study, we will make our recom- 
mendations to the Department of the Interior for their consideration. 

To really answer your question, briefly I would say there will proba- 
bly be some change in our rate structure. That is basically what 
Ford, Bacon & Davis were asked to study. 

Mr. Davis. Who are these people that are making this report? 
At whose request and for what purpose? What is the background? 

Mr. Peart. It is a nationally known eastern company “of engi- 
neering consultants from New York that were asked by Bonney ille 
Power to make this study of our rate structure. It originated because 
of many questions being raised by people in the Northwest regarding 
our rate structure. We elected to bring in an outside group to make 
this study. Does that answer your question sufficiently? 

Mr. Davis. Yes, it does. 

Mr. Hann. To what extent are you regulated by law in fixing your 
rates? 

Mr. Peart. The law and payout policy stipulate our rates shall be 
sufficient to meet all costs required by law which consist of operation 
and maintenance expenses, interest on the investment allocated to 
power at projects from which we market the power, and repayment 
of the power capital investment; and operation and maintenance and 
amortization and interest on the transmission system for which we 
are responsible. And so I would say that the Bonneville Act, to- 
gether with other acts, determine our rates, which are approved by 
the Federal Power Commission. 

Mr. Hanp. Congress will not let you make a profit? 

Mr. Pearu. We are not supposed to make a profit. 

Mr. Davis. Are your rates uniform throughout the area served by 
the Bonneville pool? 
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Mr. Peary. We operate on a “postage stamp” system. That is to 
say, they are uniform. 

@ Mr. Davis. You have a fixed rate and then that, plus wheeling 
charges, determines what they pay? 

Mr. Praru. We have standard rates but these apply at points 
of delivery at load centers, with the exception of the A—4 rate which 
applies at points of delivery at the generating plants, so there is no 
wheeling charge in our most commonly used rates. The customer 
can elect from four rates for power delivered at the load center. 
That really makes it postage stamp, you see. 

Mr. Hanp. Are we going to have before us just what your rates 
are for the record? 

Mr. Pear. Our base rate is $17.50 per kilowatt year. If you call 
that 2 mills it is the same thing at 100 percent load factor use. All 
the contracts carry in them demand clauses so that the actual average 
rate that the various customers pay varies. Now, we do publish in our 
annual report every year just what each individual customer pays, so 
it is a matter of public information and I would be glad to provide that 
for the record, if you want it in the record. 

Mr. Hanp. I do not want detail, but I understood you to say you 
had five rates. 

Mr. Peart. Yes, there are five different rates in our rate schedules 
approved by the Federal Power Commission, which have been used. 

Mr. Hanp. No trouble just to put those five rates in? 

Mr. Conkuina. Each rate covers about two pages. We can 
supply those for the record. The five rates are: the A—4 rate schedule, 
the C4 rate schedule, the E-4 rate schedule, the F—4 rate schedule, 
and the H-3 rate schedule. We also have another rate, R-1, on 
which we have no customers at present nor have we ever had any 
customers; it is a railroad electrification rate which has never been 
used. Do you wish the schedules entered in the record? 

Mr. Hanno. No. Those symbols you gave refer to that report? 

Mr. Conkuina. Yes. 

Mr. Hanp. Your basic rate is 2 mills? 

Mr. Pear. That is right, at 100 percent load factor. 

Mr. Rasaut. Do you want those rates in the record? 

Mr. Hanp. No. 

Mr. Rapavut. Any more questions? 

Mr. Maanuson. You have had this study by Ford, Bacon & 
Davis and you must know in general what it recommended. 

Mr. Peary. They came out with 31 specific recommendations and 
those recommendations we have all tabulated in a very brief form if 
you would like to have them or have them in the record. By the way, 
you realize the report was two volumes and we just broke this down 
into a minimum summary. For example, they recommend that we 
retain the postage stamp rate. They recommend we eliminate cer- 
tain rates and they recommend we change certain others. They 
came out with 31 recommendations. 

Mr. Maanuson. How long is that summary? 

Mr. Praru. Three or four pages here. 

Mr. Maanuson. Mr. Chairman, I would like to have that summary 
placed in the record. 

Mr. Ranaut. Without objection, we will put the report in the 
record. 
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(Information referred to follows:) 


CONCLUSIONS AND RECOMMENDATIONS, Forp, Bacon & Davis Rate REpoRT 


The report on the rate structure of the Bonneville Power Administration was 
made by the firm of Ford, Bacon & Davis Co., and issued under date of 
November 1, 1955. 

The report lists 31 conclusions and recommendations appearing on pages 287 
through 299 of the report. A brief résumé of each of these items follows: 

(1) BPA should not inerease the overall level of its present rate structure. 
(Specific recommended changes would reduce revenues from $800,000 to $1,200,000 
per year.) 

(2) The “postage-stamp” rate principle should be retained. 

(3) The at-site firm power rate schedule A—4 should be withdrawn, except for 
continued availability to existing three customers. 

(4) The special R-1 rate schedule covering power for railroad electrification 
should be canceled. 

(5) The F-4 rate schedule should be canceled and the customers presently on 
this rate transferred to the E—4 or the C—4 rate schedules. 

(6) The E—4 rate schedule should be made available to ultimate users without 
distinction (at present available to purchasers for resale, or for irrigation and 
drainage pumping use). 

(7) The 0.4 mill per kilowatt-hour irrigation discount should be eliminated 
from the E-4 schedule. 

(8) The 3.5 mill per kilowatt-hour ceiling rate for newly developed separate 
systems should be removed from the E-—4 schedule. 

(9) The limitation requiring payment for not less than 90 percent of power 
needs should be removed from the E-4 schedule. 

(10) The basis on penalty for power factor in the E-4 schedule should be 
lowered from 95 percent to 85 percent. 

(11) As an alternate to No. 10, recommendation is made that the present 
system of power factor penalties be eliminated from the rate schedules. In 
place of this, it is reeommended that BPA reserve the right to install corrective 
equipment at the customer’s expense, or require the customer to install equip- 
ment to correct undesirable power factor conditions. 

(12) The computed demand principle should be eliminated, and contract 
demands (in kilowatts) should be substituted as the billing basis. 

(13) Arrangements should be made whereby preference customers with steam 
electric generation may exercise their priorities in purchase of dump energy when 
available for steam replacement purposes. 

(14) If computed demand (item 12) is eliminated, appropriate changes should 
be made in general rate schedule provisions. 

(15) Clause entitled ‘‘Resale to other utilities’’ (commonly called “valley power 
provision’’) should be eliminated from the present contracts (Seattle, Tacoma, and 
20-year private utility contracts). 

(16) Dump power rate schedule H-3 should be reduced from 2.5 to not more 
than 2 mills per kilowatt-hour. 

(17) The kilowatt-year type of rate schedule should be continued for high load 
factor industrial customers. 

(18) If dump power rates are not reduced (item 16), then interruptible service 
to industries should be limited entirely to the C—4 schedule. 

(19) Formal contracts should be entered into with large industrial customers for 
sale of interruptible energy when available. 

(20) Exchange agreements should be entered into for supply of secondary 
energy for purposes of reservoir filling and holding at varying rates, depending 
on whether deliveries are made outside of, or during, storage drawdown period. 

(21) Substitute 60-minute integrated demand intervals for present 30-minute 
interval. 

(22) Consideration should be given to elimination of the first 5 highest demands, 
or averaging the first 5 highest demands for determination of maximum demand 
for billing purposes. 

(23) Continue present contractual arrangements for abatement of charges to 
industrial customers during times of prolonged reduction in customers’ load. 

(24) Arrangements should be made with generating and industrial customers to 
permit averaging out, over a period of 5 years’ time, of the excess cost of steam- 
generated energy in critical years over the average cost during years of median 
month streamflow, by use of exchange arrangements with BPA. 
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(25) Appropriate reduction should be made in rates in cases where the cus- 
tomer provides his own transformation equipment. 

(26) No reduction should be made where a customer takes service at 115 
kilowatts or 230 kilowatts rather than at a lower voltage. 

(27) Continue present BPA policy of no differential in rate between sales to 
industries and to distributors. 

(28) Discontinue present provision for 2 percent delayed payment charge on 
bills and adopt a penalty based on the payment of interest at a stipulated rate 
on the unpaid amount of the bill for such time as the bill remains unpaid. 

(29) All wheeling charges should be put on a straight “per kilowatt-hour 
wheeled”’ basis. 

(30) The Administration should compile data with respect to loads during 
week-day peak hour periods as a basis for design of new type of rate structure 
incorporating lower demand charges and at least two levels of energy charges, 
depending on whether energy is delivered inside or outside of storage control 
season, 

(31) Recommendation that BPA devote greater effort to securing interagency 
agreement as to basis to be used in calculating pay-out requirements and annual 
costs for internal accounting purposes. 

Some of the recommendations in effect concern questions of policy as con- 
trasted with purely technical features of the rate schedules and rate provisions. 
Those concerning policy would appear to be substantially the following: 

(1) No increase in overall rate level. 

(2) Retaining postage-stamp rate principle. 

(3) Canceling lower at-site rate A-4. 

(12) Eliminating computed-demand basis for billing. 

(15) Eliminating ‘‘valley power provision.” 

(16) (20) Lowering rates for certain classes of secondary power. 

(24) Arrangements for sharing or averaging steam costs. 

(25) (26) No high-voltage rate differential. 

(27) No industrial rate differential. 

(31) Interagency agreement on pay-out requirements. 


Mr. Maenuson. If they have extra copies I would like to have one 
and Mr. Evins and perhaps others. 

Mr. Rasaut. Do you have extra copies of the report? 

Mr. Pear. Yes. 

Mr. Rapavut. Please furnish extra copies to the committee. 


CONSTRUCTION 


Mr. Rasaut. We will take “Construction.’”’ That is on BP-18. 
We will put pages BP-18 to BP-—25 in the a 
(Information referred to follows:) 


DEPARTMENT OF THE INTERIOR, BONNEVILLE POWER ADMINISTRATION 


Construction 


Appropriation Act, 1956____-_-_- a iedactanndaets ie _.. $14, 600, 000 
Decreases: Construe tion program_- Siaranst aia data cata apie al ache ' 14, 600, 000 
Base, 1957. _ sia tac asa oh le ab ea pita tag oe hr hls So eatin atin si 0 
Increases: Construction progt RS ae he eee _.._..... 18, 700, 000 
Budget estimate, 1957_._______- tne a Ni Mt 18, 700, 000 


Appropria- | Estimate, 


| 
tivities : Yecrease | Base. 1957 ~~ -reases 
Activities | tas Decrease Base, 1957 1957 Increase 
1. Construction in progress...........-...- $7, 720, 000 | $7,720,000 | 0 | $8, 206, 000 $8, 206, 000 
ay PI oi ac eccaadaneenan | 6,448,000 | 6, 448, 000 0 | 10,073, 000 10, 073, 000 
Be gi cnc ccdudaeecen cae 432, 000 | 432, 000 0 421, 000 421, 000 


Sa al aE eB ek 14, 600, 000 | 14, 600, 000 0 | 18, 700, 000 18, 700, 000 
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CONSTRUCTION JUSTIFICATION 


The appropriation estimate for fiscal year 1957 is $18,700,000. an increase of 
$4,100,000 over the amount appropriated for the fiscal vear 1956. While this is an 
increase in appropriation requirements it does not represent an increase in the 
fiscal year 1957 construction program which is $3,877,000 less than for the fiscal 
vear 1956. This results from the availability of prior years funds which reduced 
new construction appropriation needs as previously mentioned in the general 
statement. 

The construction program for fiseal year 1957 provides for the initiation of new 
major grid facilities which must be in service by January 1960. This allows 
approximately 3% years to bring them to completion, the period needed for con- 
struction of major transmission projects under existing conditions. The program 
also provides for facilities of lesser scope on shorter construction schedules reflect- 
ing current experience. Plans for all electrical facilities are related to projected 
load conditions and match generation schedules of the Bureau of Reclamation 
and the Corps of Engineers. 

At the end of fiscal vear 1955 there were 6,702 circuit miles of transmission lines 
in service. Work underway and new facilities proposed in this budget will add 
1,364 miles of line. Thus by January 1960 the transmission system will encom- 
pass 8,066 circuit miles of transmission lines. 

The scheduled increase in power production of 963,000 kilowatts of prime 
power between 1955-56 and 1959-60 will be sold principally to distributing 
utilities, publicly and privately owned. Most of this electric energy will be 
consumed by residential and farm customers. General industrial expansion to 
be supplied by the Bonneville Power Administration, based upon contracts for 
firm power executed or agreed to some time ago, is limited to three operations, 
a ferronickel plant near Riddle, Oreg. which commenced production during 1954 
and will reach maximum production in March 1956; an aluminum plant at 
Columbia Falls, Mont., which started operation in August 1955 and is now 
taking its full firm requirements; and a new aluminum reduction mill at The 
Dalles, which is under construction and is scheduled to be in full operation early 
in 1958. In addition the Hanford Engineering Works of the Atomie Energy 
Commission, also supplied by the Administration, is expanding. 


BASIS FOR COST ESTIMATES 


Kstimates for the fiscal year 1957 construction program were prepared using 
cost levels of the period January to July 1955. It is expected that material 
costs will, in general, increase slightly over the next 18 months but that labor 
costs will remain at the present level. 


CUSTOMER SERVICE ITEMS 


All proposed customer service budget items have been developed jointly by the 
staffs of the Bonneville Power Administration and its customers. These items 
represent the part of the total new facilities, shown to be needed by joint Adminis- 
tration-customer studies, which it is the Administration’s responsibility to provide 
under its customer service policy. Construction by customers of related new 
subtransmission and distribution facilities necessary to carry the power from Ad- 
ministration points of delivery to ultimate consumers has been agreed upon and 
scheduled in conjunction with the joint studies. Energization dates proposed for 
Administration facilities match these customers’ schedules for construction of 
their own facilities. 

Also, all proposed items meet, and in most cases materially exceed, the Admin- 
istration’s standards of minimum feasibility. That is, cumulative revenues from 
the sale of power through the new facilities during the initial 10-year period of 
service are estimated to be sufficient to cover total annual costs of the specific 
facilities, and, in addition, to contribute to the costs of generation and main grid 
transmission. 


USE OF MATERIAL ANTICIPATED TO BE AVAILABLE FROM SYSTEM, AND ANTICIPATED 
SAVINGS AND DEFERRALS 


aa. 


A sum of $773,000 is deducted from the fiscal year 1957 construction program 
requirements on the basis of a reasonable expectancy that (1) materials may be 
available for application to the program from returns from completed projects 
where contingency quantities have not been needed in full, (2) the summation of 
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bid prices for construction contracts may be lower than estimates, (3) plans may 
be revised to eliminate features of projects and (4) changes in customer require- 
ments and power flows may permit deferral of some projects. These anticipated 
reductions cannot at this time, of course, be earmarked to specific budget items. 
For the remainder of the fiscal year 1956 a corresponding reduction of $322,000 
has been made. 

Major grid 

The major grid facilities included in the Administration’s fiscal year 1957 
construction request result from detailed engineering and analyzer board studies 
of the combined transmission systems of the region, made in cooperation with 
the major electric utilities. Schedules of generator installations of the Corps of 
Engineers and the Bureau of Reclamation, as well as schedules for new non- 
Federal projects which are reasonably assured, form the generation base for these 
studies. Agreed-upon load estimates and power flows, developed by or in cooper- 
ation with the utility distributors of the region, form the load base. 

The proposed system additions provide the most economical means by which 
power flows may be carried by the Bonneville grid, operating integrated with the 
other systems of the Northwest Power Pool, and represent the most efficient 
means of supplying regional loads with adequate reliability. Additions to this 
construction program might, of course, be necessary if, prior to January 1960, 
additional power supplies were to be added over and above those presently 
included in the firm schedules, or if loads exceed estimates. 

A total of 1,985,900 kilowatts of peaking capacity is scheduled to be added on 
the Federal system during the period covered by this proposed construction 
program. Of this total, 455,400 kilowatts will be added in fiscal year 1957, 
659,400 kilowatts in fiscal year 1958, 512,300 kilowatts in fiscal year 1959 and 
358,800 kilowatts in fiscal year 1960. This will bring to a total of 6,962,500 
kilowatts the peaking generating capacity on the Federal system at the end of 
fiscal year 1960. The transmission system is, of course, designed to utilize fully 
this total generating capacity. 

To achieve this utilization, the Federal transmission system, broadly speaking, 
must meet two requirements: (1) There must be sufficient capacity to supply 
maximum yearly peak loads, which generally occur in the months of December or 
January; and (2) there must be sufficient capacity between each generating plant 
and the grid to utilize the full maximum capability of the plant. 

The following table shows the maximum peaking capability of each generating 
plant on the system before and at the close of the budget period. 


Peak capacity installations 


{In kilowatts] 


End of fiscal | End of fiseal 














| yearl1956 | year 1960 Increase 

NN a A eg eg ceeee cane hee 570, 000 | OIE Oe Bick ion wac epee 
I ai sa tinwlicctinmenbion Se A iene’ 2, 319, 000 | DG beséswaccnausee 
I a | 328, 000 | a 
a ee ak ead | 115, 000 RMN Pic ced tiacscoanie a 
a cd ea eas Cae eneoee 966, 000 1, 127, 000 | 161, 000 
i a a ee to a el aede | 20, 700 | ee ee ee 
NE ELIE A DLT NEEL 138, 000 NIN ai ecb aos aia 
ne aioe Caan a en eat oe | 17, 300 | anes as caes 
eee $e Ssumub ca nchbuukntsdbeawsacnadd | 49, 000 ee 
Te SOU. acne ae ie ore eS irae eS eee 441, 600 | 1, 177, 600 | 736, 000 
a ai nine hice 12, 000 OE es a ee a 
TE MIG a cicnin saci orre ibn a re od a ee oe i adele Wolieint | 1, 076, 400 1, 076, 400 
ee Te ak vekiedth ecGkedcdsdades ei Rakiackauwadenbt bola nt dana netsdes | 12, 500 | 12, 500 

hatin Rie ene Sele a moat | 4,976,600 | 6, 962, 500 1, 985, 900 


Mr. Rasaut. $18,700,000 in new appropriations is requested for 
construction in 1957. $10,073,000 of this is for new construction. 
Will vou identify the major new projects and give us a brief explanation 
of each? 
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Mr. Peart. I will just go over this briefly and if you want any detail 
I will have our chief engineer give you the detail. 

This map shows the Bonneville grid. All of the lines that are in 
black on this chart are lines that are now in operation. All of the lines 
on this chart that are in green are work that is now in progress and the 
lines that are in red are new starts for which we are asking funds 
this year. The circles, of course, are substations and the same color 
scheme applies to the substations. If it appears here in red it is a new 
substation. If it is in two colors it is a present one being enlarged and 
if it is green it is one now under construction. 

Mr. Rapaut. Very well. 

Mr. Peart. If there is any detail you want—— 

Mr. Rasavut. The red ones are the new ones? 

Mr. Peary. Red ones are new starts. 

Mr. Rapavt. It is for those you are asking $10,073,000? 

Mr. Praru. New starts, $10,073,000; that is correct. Work in 
progress, $12,628,000. 

Mr. Rapavt. That is out of the remaining 18? 

Mr. Peart. I am talking really about program now. 

Mr. Rasavt. Some of that is carryover? 

Mr. Prearu. Yes. I am talking about program. In our program 
there is also $421,000 for tools and equipment. 


Masor Prosects In 1957 ProGram 


Mr. Rasavut. Do you want to tell us a little bit about this? 

Mr. Peary. I am going to ask Mr. Starr to cover the highlights. 

Mr. Rasaut. Very well. 

Mr. Starr. You asked for a brief detail of the major items? 

Mr. Rasaut. Yes. 

Mr. Starr. Keeler substation addition is a second 250,000 kilo- 
volt-ampere (full forced-cooled rating) transformer bank in a location 
near Portland, Oreg., for the service to our major customers there. 
There is already one transformer there of that capability which will 
be overloaded shortly. This is item 128. 

The next is item 129, Redmond-Round Butte 230-kilovolt line, for 
the purpose of tying Portland General Electric Co.’s proposed Des- 
chutes River plant to our grid in order to introduce that power into 
the Northwest power pool at a weak point in the system. 

Mr. Hanp. I would like to pause on that particular item for a 
moment. 

What are you planning to do here? 

Mr. Starr. The Portland General Electric Co. will build a length 
of line from the Pelton project to an interconnection with us near the 
Round Butte site, which is another powerplant site upstream. We 
will interconnect at that point and take the line to our Redmond 
substation where we will provide terminals to connect with our sys- 
tem. This area is a power-deficient area, essentially served radially 
by a long single circuit from Big Eddy, and the Pelton power and 
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energy will be injected into our system at that point and become part 
of the pool. It will then be wheeled, at an appropriate charge, to 
the Portland load center. 

Mr. Hann. If you did not provide that line, do you think the 
Portland Co. would? 

Mr. Starr. They could provide a circuit in this area or might be 
induced to do it. However, I am not informed of any definite alter- 
nate plan. 

Mr. Hanp. If you did not do it they might have to, is that not so?’ 
In order to supply their customers and make a profit which is what 
they are in business for? 

Mr. Srarr. They have not told us what their definite plan would 
be in the event we could not do this. 

Mr. Hann. Have you negotiated with them or talked to them 
along this line? 

Mr. Starr. Doing it independently? 

Mr. Hanp. Yes. 

Mr. Srarr. Not specifically, no; we benefit from the integration. 

Mr. Prearu. I would like to add to the statement made by Mr. Starr: 
regarding the Round Butte to Redmond line. To bring the power 
from the Portland General Electric Pelton project into our line at 
this point has a number of advantages to us. It will help with a 
voltage problem, stabilize power in an area served by one radial line, 
and postpone for a number of years the need for another line. Dollar- 
wise this will mean a large saving. By displacement, we will deliver 
power to PGE in the Portland area for which they will pay a wheeling 
charge. The net result is a saving for both Bonneville and PGE 
and eliminates duplicate facilities. 

We arrived at this plan after thorough joint engineering studies: 
between the company and ourselves. 

Mr. Srarr. Then the third item, 131, Santiam-Alvey No. 2 circuit, 
which is a second 230-kilovolt transmission line and terminals between 
the Santiam station, a receiving station for the line from McNary 
Dam, and the Alvey station. There is presently existing a 230-kilo- 
volt line and a 115-kilovolt line to Alvey, both of which will shortly be 
overloaded. This second 230-kilovolt line provides additional backup 
and support and more economic loading of the facilities. 

Item 139, eastern Grant County service, includes a new transformer 
substation on 1 of our Grand Coulee-midway 230-kilovolt lines and 
a section of 115-kilovolt line. This will be a large-sized transformer, 
250,000 kilovolt-amperes full force-cooled capacity, and a short 115- 
kilovolt transmission line to a switching station near Moses Lake. 
At that point we will tie with a Washington waterpower transmission 
circuit and will supply Pelican Horn substation and the Grant County 
Public Utility District from that station. 

Next major item, 144, is the Columbia series capacitor. This is a 
device to be located in the Grand Coulee-Olympia, 287-kilovolt 
transmission line, which will electrically tend to shorten the line, 
give it, thereby, greater capability, and force more power over this. 
particular circuit. The altered load division will relieve the Coulee- 
Covington lines somewhat and will particularly relieve the lines 
between Covington and Tacoma, making unnecessary the early 
construction of a third circuit in that area. 
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Item 355, the Toledo area service, involves a new transmission line 
from the vicinity of Albany, Oreg., to Toledo. This line will be of 
wood-pole construction for 230-kilovolt operation eventually. Also 
included is a transformer bank of added capability, originally for 
115-kilovolt operation, and a series capacitor in the line to provide 
proper load distribution. These facilities are needed because our load 
buildup in this area is very rapid and the only service presently 
available is over 1 115-kilovolt circuit which provides a rather un- 
reliable service, not firm supply. 

The Columbia Falls-Trego facility, item 635, is considered to be a 
customer service item and is a 115-kilovolt line from the Columbia 
Falls station near Kalispell, Mont., just below Hungry Horse Dam, 
to Trego. It will serve public agencies and will include. also, a trans- 
former station at the Trego terminal. 

Then, item 713, Big Eddy-DeMoss, another customer service 
facility, is a 115-kilovolt line from the Big Eddy switching and sub- 
station associated with The Dalles powerplant, to a new substation 
to be located at DeMoss, at which point we will transform and inter- 
connect with 2 public agencies and the Pacific Power & Light Co. 

There are 5 additional smaller main-system items and 20 additional 
smaller customer-service items, dealing mainly with transformer re- 
placements and similar facilities. 

Mr. Maanuson. What is the situation with respect to Chief Joseph- 
Snohomish No. 3? 

Mr. Starr. You refer to the circuit we have just completed? 

Mr. Maanuson. Yes. 

Mr. Starr. That is one of the 345-kilovolt circuits. We are taking 
2 345-kilovolt circuits from Chief Joseph to the Puget Sound area. 
One of them is now constructed and energized to operate at 230 kilo- 
volts from Chief Joseph to the Snohomish station. The other, 
partially constructed, will follow much the same right-of-way for a 
considerable distance over Stevens Pass, and will terminate at 
Covington. It will operate also at 345 kilovolts. 

Mr. Maenuson. That is in green [referring to the map]? 

Mr. Starr. In green. 

Mr. Maanuson. Does that mean under construction? 

Mr. Starr. Yes; that is approved and under construction. 

Mr. Maenuson. The line to Snohomish substation is completed? 

Mr. Starr. Yes; complete and now operating at 230 kilovolts. 
We have not yet installed the auto-transformers to raise it to the 
higher voltage. They will not be needed for some time. 

Mr. Maanuson. There is no money in this appropriation request 
for Chief Joseph-Covington, is there? 

Mr. Starr. We are requesting $3,413,000 in fiscal year 1957 for 
budget item 108, which includes design and construction of the line 
and substation additions. Additional sums have been included in 
past requests. 

Mr. Maenuson. You have all the money you need? 

Mr. Srarr. Funds for construction are being requested. The 
transformers are on order for this job. 

Mr. Magnuson. You have all the money required to complete that 
job? 

Mr. Starr. With this request, I believe so, sir. 
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MILES OF LINE IN SYSTEM 


Mr. Evins. Not as criticism, but as a matter of information for the 
record, could you give us the total number of miles of grid line com- 
pleted in the Bonneville power system? 

Mr. Srarr. I will have to look that up, but we can find it very 
shortly. 

Mr. Evins. Approximately? 

Mr. Peary. Approximately 7,000. 

Mr. Evins. Approximately 7,000 miles completed. Approximately 
how many miles planned or underway? 

Mr. Starr. We can make anestimate. By 1960 we will have about 
7,595 structure-miles of line on our systems. This compares to the 
6,730 structure-miles we will have as of July 1, 1956. 

Mr. Evins. That would be total? 

Mr. Srarr. Yes. 

SUBSTATIONS 


Mr. Evins. Please indicate the number of substations in your 
system? 

Mr. Pear. We have all that on a chart here we are going to give 
you in just a minute. 

Mr. Evins. I am interested in securing round figures, if you could 
supply that for us. 

Mr. Praru. Here is the information vou have just asked for. 
Substations in 1956, 174; in 1957, 178. These additions are in our 
bud¢et request for this year. 

Regarding lines, we have actually 6,320 structure-miles as of July 1, 
1955. <As of July 1, 1956, we will have 6,730 structure-miles. And 
Mr. Starr gave you the figure as of 1960. 

Mr. Evins. Now, give us again the accurate figure for the number 
of substations completed and the number for those planned. 

Mr. Peart. One hundred and seventy-four completed and 4 
planned. 

PRESENT AND ANTICIPATED POWER CAPACITY 


Mr. Evins. Can you give us now the number of kilowatt-hours 
of electricity marketed over your system at present and number of 
kilowatts anticipated or needed? 

Mr. Peart. Do you want kilowatts or kilowatt-hours? 

The number of kilowatt-hours we expect to market in fiscal year 
1956 is 26,700 million and the number that we expect to market in 
1957 is 29,913 million. 

Mr. Evins. Thank you. I think those figures are interesting and 
informative and should be made part of the record. 

Unless there are further questions we will turn to operations and 
maintenance. 

(The following additional information was submitted for the 
record: ) 
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Paciric NORTHWEST 


Non-Federal generation: New installed capacity in the Northwest power pool 
area in years 1945-55 and under construction or programed 1956-62: 


Total kilowatts Total kilowatts 
Year: added Year: added 
1945_ 92, 820 1952 454, 300 
1946_ 1, 900 1953 420, 900 
1947_ 19, 600 1964. _..- 237, 000 
1948_ ‘ ; 19, 530 1955_ 194, 000 
1949_ 103, 520 ‘ sine 
1950_- 192, 500 Total 1, 943, 820 
1951_ . 207, 750 
Projects under construction or programed for following years: 
Total kilowatts Total kilowatts 
Year: add. Year: added 
1956 33, 000 1961 451, 000 
1957_ 318, 000 1962__~- 570, 000 
1958. 360, 400 1963- 272, 000 
1959_ : 496, 000 ——— 
1960_ pes 600, 000 Total 3, 100, 000 


The following non-Federal, publicly owned and privately owned utilities 
constructed projects included in the above tabulation: 


City of Tacoma Mountain States Power Co. 
City of Seattle Idaho Power Co. 

City of Idaho Falls Utah Power & Light Co. 

Lower Valley Power & Light Montana Power Co. 

Oreas Power & Light California-Oregon Power Co. 
Bonners Ferry Pacific Power & Light Co. 

City of Eugene Puget Sound Power & Light Co. 
Chelan County PUD Portland General Electric Co. 
Grant County PUD Washington Water Power Co. 


Transmission facilities constructed, under construction and planned by major 
non-Federal utilities in Pacific Northwest: 


Structure 

miles 
aa sa i a nk asso od ala beth Sy Tx canis aan ae loses i ies a 13, 500 
yn TNT a a ta edie ns tyes is in no riod c'est 349 
i ace kA pss ht ic nh ce cid ald baleen oebahde iahed be atein 1, 541 


1 Cost approximately $90 million. 

These non-Federal utilities are: Portland General Electric Co., Puget Sound 
Power & Light, Washington Water Power, California-Oregon Power, Mountain 
States Power, Idaho Power, Utah Power & Light, City of Seattle, City of Tacoma. 
Facilities are 69 kilovolts, 115 kilovolts, and 230 kilovolts. 


STATUS OF REPAYMENT SCHEDULE 


Mr. Maanuson. Mr. Chairman, perhaps this would be the appro- 
priate time to bring out this question—the status of the repayment 
schedule. 

I believe Bonneville made a report last year outlining the status of 
repayment on this whole system? 

Mr. Peary. That is right. 

Mr. Maenuson. Very briefly, what is that situation? 

Mr. Peart. We can show you that in just about one second. 

(Referring to chart “Return of Power Capital Investment”) The 
left-hand column shows the power capital investment, the next column 
to the right shows you the amount repaid as of June 30, 1955, the 


77044—56——-3 
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next shows percentage repaid and the last column shows the amount 
yet to be paid. It varies with the different projects. We can take 
any one of them. 

Mr. Macnuson. Dr. Pearl, you are saying the next figure shows 
you so and so. That will not mean anything in the record. 

Mr. Peart. I am sorry. 

Mr. Maanuson. Read the amounts, please. 

Mr. Peart. Iam sorry. I realize you are right. 

The total power capital investment in operating projects of the 
Columbia River power system is $1,123,063,162. The amount that 
has been paid as of June 30, 1955, is $192,188,387. The percent that 
has been repaid is 17.11. There is still to be paid $930,874 ,775. 

Mr. Macenuson. How does this compare with the schedule of 
repayment? 

Mr. Peary. We are ahead of schedule. 

Mr. Maanuson. How much? 

Mr. OstrrANDER. Total system is ahead of schedule by $68,144,663 
as of June 30, 1955. 

Mr. Maanuson. So, you will be well within the scheduled amor- 
tization time when you are all paid up. 

Mr. Pear. That is correct. 

Mr. Macnuson. You will be paid up well ahead of the 50-year 
amortization period? 

Mr. Peary. That is not the way it is being applied. It is being 
applied whereby it reduces the future payments so that we expect to 
have it all paid up on time. There are a number of ways you could 
do this. 

Mr. Maanuson. Then how did you get $68 million ahead? 

Mr. Pear. By the increased sale of interruptible power, by the 
reduction in the costs of these projects compared with the estimated 
costs, by good water conditions. You realize the last couple of years 
we had excellent water conditions and our power available for sale 
has been above what we anticipated. 

Mr. Macnuson. You are going to have lots of water next vear, too? 

Mr. Peary. We are afraid we will get it all at once and call it a 
flood. 

Mr. Evins. You are $68 million in advance of the scheduled time 
for amortization repayment, notwithstanding the approved power 
rates by the Federal Power Commission? 

Mr. Pearu. Yes, but we are ahead for those reasons I mentioned, 
mainly interruptible power we have been able to sell. 

Mr. Macnuson. Are you trying to warn us not to expect too much 
of you? 

Mr. Peary. I am not sure we can keep on. 


OPERATION AND MAINTENANCE 


Mr. Evins. If there are no further questions we will consider 
needed funds for operation and maintenance. 

Please turn to “Operation and maintenance,’ 
the record BP-103 through BP-109. 

(Information referred to follows:) 


’ 


and we will place in 
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DEPARTMENT OF THE INTERIOR, BONNEVILLE POWER ADMINISTRATION 


Operation and maintenance 


Appropriation act, 1956 Bites EOS A Sa Jia 


Sigs _. $6, 600, 000 


Increased in base salaries due to increased pay costs_____- 200, 000 
Adjusted appropriation__- - _- rae ease ay 800, 000 
POORER Hoon os eee eee be ccteasekws ad oun) ae None 


NOIR HNN a cas ler de eng: sk oe ws era neil 800, 000 








Increases: 
System operation and maintenance________-_------- 560, 300 
Power contracts and rates___---- Oe aia er mtecais sk aan 1, 900 
ee a eS a ae a ee 37, 800 
- 600, 000 
Bee ARR BODE oir a ceri coe andeecniemin : 7, 400, 000 
Analysis of adjusted appropriation—Operation and maintenance 
sa : 3 
Increase in base salaries due to 
increased pay costs 
Total a Adjusted 
available, | Proposed | St appropria 
Activity 1956 supple- | * mechs tion 
| (+-) or mm 
mental aleusets Total 
due to pay | ® sorption 
increase (~) in 
7 1957 
| 
(1) (2) (3) (4) | (5) 
1. System operation and maintenance-_--_._| $5,723,400 | $140,300 | 4 | $140, 300 $5, 863, 700 
2. Power contracts and rates_-.--- — 246, 100 | 20, 000 } 20, 000 266, 100 
3. General administration - -- -- : 630, 500 39, 700 39, 700 670, 200 
PS + oa de ccke da dea 6, 600, 000 200, 000 | | 200, 000 6, 800, 000 
Analysis by activities—operation and maintenance 
| | | | Page reference 
Adjusted ee alain a eae - 
Activities appropri-| Decreases meee eee ’| Increases | | 
| ation e aie Table Justifi- 
| “7 cation 
j ae ™ | } ah o_ 
1. System operation and main- | 
tenance .. 1$5, 863, 700). .....- $5, 863, 700 $6, 424,000) $560,300) BP- eK BP-110 
2. Power contracts and rates_- | 266, 100) -- a 266,100} 268, 000) 1, 900) BP-127 
3. General administration..__._.__| 670, 200 670, 200) 708, 000} 37,800} BP- 129] BP-129 
RN ik pg 31 oe 6 800, 000}... -_..--| 6, 800, 000 7, 400, 000) "600, 000)... mi 


| 
| | | 


OPERATION AND MAINTENANCE PROGRAM JUSTIFICATION 


For fiscal year 1957 the estimates of the Bonneville Power Administration for 
operation and maintenance of the transmission system, power contracts, rates, 
and general administration activities total $7,400,000, an increase of $600,000 
over the program for fiscal year 1956. The estimates will provide for reliable 
operation, maintenance in accordance with good utility practice, commercial 
relations with customers, and effective management. 

Bonneville Power Administration’s fiscal year 1957 operation and maintenance 
request, by major activities, as compared with estimates for fiscal year 1956, is 
summarized below: 








34 









































nm ; ee a Requested increases, fiscal 
Fiscal year 1956 Fiscal year 1957 year 1956 to fiscal year 1957 
i be Distribu- 
re ercent) |Percent) Amount | Percent} tion of 
Estimate } of total} Request | oF total |of increase increase! total in- 
crease 
! 
1. System operation and mainte- Percent 
NECA SE ae $5, 863, 700 86.2 | $6,424,000 | 86.8 | $560, 300 | 9.6 93. 4 
(a) System operations_-_-- 2, 165, 700 31.9 2, 388, 700 32.3 223, 000 10.3 37.2 
(6) System maintenance_..| 3, 060, 900 45.0 3, 350, 700 45.3 289, 800 | 9.5 48.3 
(c) Power resources and 
requirements - - ------ 172, 200 2.5 | 193, 000 2.6 20, 800 12.1 3.5 
(d) General services and 
supervision____...._- 464, 900 6.8 491, 600 6.6 26, 700 5.7 | 4.4 
2. Power contracts and rates. ___-_| 266, 100 | 3.9 | 268, 000 3.6 1, 900 | a4 .3 
3. General administration oe | 670, 200 9.9 | 708, 000 9.6 37, 800 5.6 6.3 
(a) Administration______- 155,700 | 2.3 157,700| 2.1 2,000} 1.3 | 3 
(6) Personnel____......-..-| 69, 400 1.0 | 74, 600 | 1.0 5, 200 | 7.5 | .9 
(c) Administrative serv- | 
ee erence 182, 900 a7 } 195, 500 | aw 12, 600 6.9 2.1 
(d) Fiscal services-_-_----- | 171, 300 2.5 185, 800 | 2.5 14, 500 | 8.5 2.4 
(e) Budget and manage- | 
NIE ache chsh tis atte ean to 37, 600 .6 40, 900 | .6 3, 300 8.8 | .6 
(f) General services- ------ 53, 300 | 8 53, 500 7 | 200 Ele ncesadnn 
NR see i | 6,800,000 | 100.0 | 7,400,000 | 100.0 | 600,00 &8| 100.0 
} | j 











Fiscal year 1957 

It will be noted from the above table that the bulk of the Administration’s 
fiscal year 1957 “Operation and maintenance’’, 86.8 percent, is to be utilized for 
the direct operation and maintenance of the Government’s transmission system. 
Another 3.6 percent is earmarked for power contract and rate work, which covers 
commercial activities adjunct to the sale and exchange of power. Only 9.6 per- 
cent of the Operations and maintenance dollar will be expended for general ad- 
ministration. This results from the Administration’s continuing efforts to hold 
down to the absolute minimum its expenses for overhead of housekeeping types 
of work. 

Requested increased from fiscal year 1956 reflect this same emphasis. Of the 
total requested increase of $600 ,000, $560,300, or 93.4 percent is for direct opera- 
tion and maintenance. The increase for power contracts and rates has been held 
to a nominal $1,900, or 0.3 percent of the total increase, and for general administra- 
tion to $37,800, or 6.3 percent of the total increase. 


Fiscal years 1956 and 1957 compared 


A comparison of the distribution of the operation and maintenance dollar by 
activities in fiscal years 1956 and 1957 further illustrates this emphasis. While 
the percentage differences are small, nevertheless they indicate that the cost trends 
are in the right direction. 86.8 percent of the operation and maintenance dollar 
will be expended for direct operation and maintenance in fiscal year 1957 as com- 
pared with 86.2 percent in fiscal year 1956. This somewhat larger share of the 
operation and maintenance dollar which will be devoted to direct operation and 
maintenance is offset by decreases in the other two activities, 3.6 percent of the 
fiscal year 1957 dollar being allocated to power contracts and rates as compared 
with 3.9 percent in fiscal year 1965, and 9.6 percent being allocated for general 
administration in fiscal year 1957 as compared with 9.9 percent in fiscal year 1956. 


Reasons for increases 


Detailed explanations for increases requested in fiscal year 1957 are given in the 
discussions which follow on each activity. However, it may be pointed out here 
that the increases are necessary basically by reason of the fact that new Govern- 
ment dams are coming into production in the Northwest and these new dams bring 
with them an increased workload for the Administration, since new lines and 
substations and additions to existing lines and substantions must be operated and 
maintained to bring to locations of delivery the added power output. 
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Other factors, of course, also contribute to the need for increased operating 
funds. As the Federal generating system grows from the basic 2-plant Bonneville- 
Grand Coulee combination to the 16-plant group which presently is under con- 
struction, the integration of the plants becomes more complicated and more staff 
attention must be devoted to assuring the greatest efficiency in the utilization of 
water and installed generating capacity. Similarly, for example, more staff atten- 
tion must be given to power scheduling; subdispatching becomes necessary; 
stream-flow forecasting becomes more involved, as do problems of relaying, and 
line and substation operating controls. 

The partnership approach to the development by non-Federal utilities of new 
power sources in the Northwest brings its own special workload. The Bonneville 
Power Administration’s staff must actively assist interested groups and prospective 
partners in the planning and highly technical studies which must precede and 
accompany the construction and operation of new generating plants, for such plants 
will be coordinated with the Federal generating system and transmission facilities 
will be integrated also. 

In an expanding system, it is not possible to hold general administrative work 
at absolutely constant levels. Small increases may be expected to be necessary 
to keep the adjunct services in balance with operating functions. In fiscal year 
1957, however, no increases in staff for general administrative work from fiscal 
year 1956 are proposed. The increases in fund requirements for this activity 
result from the staff devoting a higher proportion of its time to operation and 
maintenance and less to construction. 

The following table lists some general indices of the increasing magnitude of the 
Administration’s workload: 


Fiseal year 





Actual Estimated Percent 
. ena a tal increase, 
j 1956 to 
1954 1955 1956 1957 1957 
Operating and maintenance require- 

I a ee Oe tas Od $5, 882, 488 $6, 216, 869 $6, 800, 000 $7, 400, 000 8. 82 
Substations !_- 145 158 174 Bee taccceumaae 
Transformer capacity (kilovolt-am- 

pere): ! 

230 kilovolts and lower ; 5, 709, 000 6, 153, 000 6, 937, 000 7, 713, 000 11.19 
230-287 kilovolts___-- bie dnccieneebalneasechenationl 400, 000 400, 000 al natiecca 
Transmission lines (structure miles)! - 5, 410 | 6, 035 | 6, 320 6, 730 f. 49 
Electric plant in service ?...........- | $267, 496, 000 | $307, 476,000 | $348, 851,000 | $388, 523, 000 11. 37 
Points of delivery ! 295 307 330 327 . 
Energy sales (million kilowatt-hours) | 18, 764 | 21, 823 26, 700 | 29, 913 12. 03 
Revenues (BPA only) .--| $45, 216, 652 $51, 978, 055 $60, 800, 000 $68, 500, 000 12. 66 
Generating plants in oper ition 1 3 6 9 | 11 is 
Generating capacity (peaking kilo- 
watts)! . : oe oo 3, 053, 000 3, 674, 700 4, 184, 700 4, 976, 600 18. 92 


| Beginning of year. 
2 Average over year. 


Mr. Evins. You are requesting $7,400,000 for operation and 
maintenance, an increase of $600,000 over last year. Give us a brief 
explanation for this increase and the necessity for it. 

Mr. Pearu. This year in 1957 our request is 8.8 percent greater 
than our request was last year. That increase is necessary because 
of the growth of the physical plant that we must operate. On our 
previous chart we indicated we have more substations to man, more 
lines to maintain. The actual physical plant has grown appreciably 
during the last year so we need a larger staff to operate and maintain 
the system. 

The bulk of the increase we are asking for comes in the actual opera- 
tion and maintenance of the plant. 
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We are asking for very little increase for our power contracts and 
rates work, only 0.7 percent. 

For our general administration work we are asking for a 5.6 percent 
increase for 1957 as compared with 1956. This is due largely to the 
natural increases in the O. and M. components of activities which 
are distributed between O. and M. and construction. In other words, 
administrative activities are prorated between O. and M. and con- 
struction and a little more is being assigned to O. and M. that was 
assigned last year. This does not mean an increased staffing in any 
of the general administrative categories. Our increases in staff are 
in the operation and maintenance of our larger physical plant. 

Mr. Evins. I understand there has been some resurvey of your 
staff needs and there has been a rather substantial reduction in your 
personnel requirements; is that correct? 

Mr. Pearu. You are talking about 2 years ago. 

Mr. Evins. Since 2 years ago there has been an increase? 

Mr. Peart. No. Two years ago we reduced 600 in a short period. 

Mr. Evins. How many have you increased since that reduction? 

Mr. Peart. Our increase comes about by the increased physical 
plant. We are asking in 1957 to be permitted to hire 59 more people, 
of which 19 will be in the substation operators category, and 31 in 
the maintenance crew category. In other words, I could say 50 of 
our new requested positions come in what we call the “blue collar’’ 
group and 9 come in the other categories. So we are asking for per- 
mission to increase our staff next year by 59 people. 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Mr. Evins. Any questions? 

Mr. Maanuson. Dr. Pearl, this amount of $7,400,000 requested 
for operation and maintenance, is that as much as you originally 
requested? 

Mr. Pearu. I am not sure I know what you mean by originally 
requested. That is what we requested for 1957. 

Mr. Maenuson. That is the amount in the budget, but very often 
do you not ask for money and it goes to the Interior Department and 
they pare it and the Bureau of the Budget pares it a little more? 

Mr. Praru. $7,576,500 is our original request. 

Mr. Maanuson. You came pretty close in this case. 

Mr Peart. We feel we can justify it. The work chart that we 
went over rather hurriedly shows how much more power we have to 
sell and how many more substations and lines and various physical 
parts of the plant we must operate. I think we can justify it very 
easily. 

Mr. Maaenuson. I was not questioning that. I wanted to be sure 
you were getting enough. That is all. 

Mr. Evins. Mr. Davis? 

Mr. Davis. When you referred to this situation of 2 years ago you 
said you reduced total personnel by about 600? 

Mr. Pear. Yes, 2 vears ago a survey team was brought in. They 
made a study of the whole operation and made certain recommenda- 
tions. Asa result of their study and recommendations it was agreed 
that we should curtail our staff by approximately 600 people. That 
was done. 
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Mr. Davis. That was a factor I would assume in your getting a 
little ahead of schedule on repayment, is that not so? 

Mr. Peart. Yes, but a relatively small factor. It is small com- 
pared to the capital that we are amortizing. You understand when 
I talk about capital investment that we amortize I am talking about 
the dams and powerplants as well as transmission lines. So the 
impact of reduction in force is relatively small. 

Mr. Davis. You told us you were about $19 million ahead? 

Mr. PEARL. $68 million. 

Mr. Davis. Well, take 600 people and that is about a quarter of 
a million dollars right there. 

Mr. Prearu. Yes, sir. By the way, of course, of these people that 
we curtailed, many were working in construction, not all were opera- 
tion and maintenance staff. 

Mr. Hanp. Did you initiate that study, Dr. Pearl? 

Mr. Praru. It was initiated by the Department of the Interior. 

Mr. Maanuson. What study do you mean? The rate study? 

Mr. Hanp. Study of personnel. 

Mr. Praru. The survey team. 

Mr. Davis. When did you become Administrator? 

Mr. Peary. January 15, 1954. 

Mr. Davis. Had the reductions in personnel gone into effect at 
that time? 

Mr. Peary. No, they had not. 

Mr. Davis. Any of your customers complain of lack of service by 
reason of the reductions in personnel? 

Mr. Prearu. We have had no complaints to my knowledge, because 
of our service. 

Mr. Davis. I would say that speaks well of your administration. 
I might say, too, I thought those charts were very helpful. It is easier 
than trying to follow it through printed pages. 

Mr. Praru. It is the quickest way to give you the most information. 

Mr. Evins. Any further questions? 

Having heard the testimony of this agency—the Bonneville Power 
Administration—last year and this year I understand that the private- 
power people sometimes, if not often, see the budgets which are sub- 
mitted to this committee, and they often agree with the budget sub- 
mitted and you have a fine spirit of cooperation and agreement among 
the public-power and private-power people in that area. This is an 
excellent example of cooperation and service to the people in your 
area. This cooperation has developed a fine lot of agreement and 
happiness by everyone concerned. 

Mr. Praru. They all see our budget before it is presented. I do 
not mean our figures, but I mean our program. 

Mr. Evins. If there are no further questions, the committee will 
stand adjourned until 10 o’clock in the morning. 
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SOUTHEASTERN POWER ADMINISTRATION 


WITNESSES 
CHARLES W. LEAVY, ADMINISTRATOR 


THOMAS H. WIGGLESWORTH, CHIEF, DIVISION OF POWER OPERA- 


TION 


FRED G. AANDAHL, ASSISTANT SECRETARY OF THE INTERIOR 


OPERATION AND MAINTENANCE 
Program and financing 


1955 actual 





| 
Program by activities: 
$56, 151 


| 195 6 estimate | 1957 estimate 


| 


























1. System operation and maintenance______-._.-...------- $73, 000 | $75, 000 
2. Purchase of energy and wheeling charges_------.-_--- 623, 269 | 925, 000 | 1, 134, 000 
3, Power emia ene Tas... kon est 79, 331 86, 000 | 89, 500 
G, CROMETOT DUNO. «ice sett dices ccc cc ccccec. 87, 058 76, 000 | 79, 500 
Pan I oh es 845, 809 | 1, 160, 000 | 1, 378, 000 
Financing: 
Unobligated balance no longer available. __........-_-.__. De ce ee SE 
DSA OION HIND ooo eines obs cdot snc ckc ec cdenka 853, 788 1, 160,000 | 1, 378, 000 
| | | 
Obligations by objects 
- eae eiesaeeaes a —— -—— 
Object classification 1955 actual | 1956 estimate | 1957 estimate 
Total number of permanent positions_--......-..-..---------- | 44 | 39 | 39 
Average number of all employees__-_...--.-..----------------- | 37 37 38 
Number of employees at end of year. -.-......----..---------- 33 39 | 39 
Average salaries and grades: i 7 4 a a 
General schedule grades: 
NI ct oe eee ae Aa ind maw $5, 364 $5, 711 | $5, 856 
EE I Ee ee ee GS-8.0 Re GS-7.9 GS-8.0 
Ungraded positions: Aver rage salary LPeehs wediena veces 3? 712 $2, 958 $2, 958 
01 Personal services: a me 
rn I eka ete asmakuee $199, 245 | $209, 000 { $219, 000 
Regular pay above 52-week oe eo tS 721 | b/ORD fa decmnecvoesce 
IN Bo oc ikeen endear anes 199, 966 | 210, 000 | 219, 000 
I a i ee 5, 478 11, 500 10, 500 
ae NR I RN ed cy cde opantendosage a OGL cn cua ce his ool dew caeusie tes 
ON CREO BETO no 6s enw ccdicerrecoennpsssecnce<o! 4, 817 | 6, 000 | 5, 500 
ee ee Oe nn epanebdeawcatequnn St iovcctectencene ached 
Oe * RPGOP SNORE DEE TIONS « «<i nnn ncn ecs cn gdsecnoncess- 626, 658 929, 000 1, 136, 000 
ey neal eaid nan halpiwia 2, 410 | 3, 000 4, 000 
09 Equipment_----- ah esa eee ome eimai aml aan 4, 095 500 3, 000 
15 Taxes and assessments..._.......--------------------e---- SER donb als. spn rete soueeinecee 
I su. c coated eh Weeds bt eetineaaens 845, 809 | 1, 160, 000 | 1, 378, 000 
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Budget authorizations, expenditures and balances 


1955 actual | 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE 


Appropriation - __.. $1, 228, 000 $1, 160, 000 $1, 378, 000 
Tre ansferred to ‘Salaries and e expense s, Offi ce of the Solicitor, 
Interior’ (68 Stat. 362) ids dbbdbséheasteeneee . —16, 200 


Transferred (69 Stat. 240) to 
‘Surveys, investigations, and research, Geological 


OR x ithe itn . ai —74, 238 
‘‘Education and w elfare services, Bureau of Indian 
Affairs”’ —281, 299 
‘‘Management and protection, National Park Service’’ —2, 475 
Adjusted appropriation. - ‘ 853, 788 1, 160, 000 1, 378, 000 
Obligated balance brought forward 130, 382 80, 894 97, 000 
Total budget authorizations available 984, 170 1, 240, 894 1, 475, 000 


EXPENDITURES AND BALANCES 


Expenditures— 


Out of current authorizations - - 764, 971 1, 063, 000 l, a2 2 000 
Out of prior authorizations. ___- é é adie 129, 743 80, 894 97, 000 
Total expenditures ements al 894, 714 1, 143, 894 1, 369, 000 
Balance no longer available: | 
Unobligated (expiring for obligation) ___- 7, 979 
Other aes ; 583 és 
Obligated balance carried forward. _____--- alice 80, 894 97, 000 106, 000 
Total expenditures and balances. - -- biheb andl aiken secs 984, 170 1, 240, 894 1, 475, 000 


Mr. Rapavut. We will take up now the Southeastern Power Admin- 
istration. We have with us this morning Mr. Charles Leavy, the 
Administrator. 

We will be pleased to hear from you at this time, Mr. Leavy. 


GENERAL STATEMENT 


Mr. Leavy. Mr. Chairman and gentlemen of the committee, you 
are of course already acquainted with the statutory authority for the 
Southeastern Power Administration and with the activities for which 
the agency is responsible. Before bringing you up to date on the 
developments which have taken place since our last appearance before 
you I might therefore only mention in passing that the agency was 
established a little less than 6 years ago by the Secretary of the Interior 
to carry out in a 10-State area of the Southeast the power disposal 
responsibilities which are given him by section 5 of the Flood Control 
Act of 1944, and to invite your attention to the map attached to your 
copies of this statement which shows the area and the hydroelectric 
projects with which we are concerned. 

First of all, some changes have taken place in the status of the 
generating capacity at the projects for which Southeastern is mar- 
keting agent. For convenience in examining the current status of 
capacity ‘installations you may wish to follow “the table which is the 
second attachment to the statement. 
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You will note that there are seven projects now operating, and that 
capacity installations have been completed at all seven. More than 
1-million kilowatts of capacity are installed. 

In the budget year the complete installation at the Jim Woodruff 
and Buford projects will be made and the first 3 units at the Old 
Hickory project will be installed, so that the total of installed capacity 
at the end of that year will exceed 1,200,000 kilowatts. 

Thereafter, in the year following the budget year, further installa- 
tions at the Old Hickory and Cheatham projects will increase the 
capacity total to almost 1,300,000 kilowatts. 

The output of the projects is being sold under 39 long-term contracts 
and 2 short-term, interim agreements. The entire output of the first 
three projects shown on the table (Wolf Creek, Center Hill, and Dale 
Hollow) is being sold to the Tennessee Valley Authority under a long- 
term contract. The Georgia Power Co. is purchasing the entire out- 
put of the Allatoona project under a long-term contract. The 
Appalachian Electric Power Co. is purchasing the entire output of the 
Philpott project under a short-term, interim agreement. ‘Two-thirds 
of the output of the John H. Kerr project is being sold to the Virginia 
Electric & Power Co. under a long-term wheeling, firming, and sale of 
power contract, and to 17 rural electric cooperatives of Virginia and 
North Carolina. The remaining one-third is being sold under a con- 
tract executed on December 7, 1955, with Carolina Power & Light 
Co. and contracts executed with 16 preferred agencies in the company’s 
service area. Part of the output of the Clark Hill project is being 
sold to the South Carolina Public Service Authority and the Green- 
wood County Electric Power Commission under long-term contracts 
and the remainder of the output is being sold month by month on the 
basis of the best price obtainable among the several agencies inter- 
connected with the project. 

The status of revenues is set forth on the table which is the third 
attachment to the statement. You will note that last year’s actual 
revenues reached a total of almost $10 million. We estimate that the 
total of this year’s revenues will be increased to over $12 million—I 
might state that figure may be somewhat less than $12 million in view 
of the low-water conditions that have prevailed at some of the proj- 
ects—and that the total revenue for the budget year will be still 
further increased to almost $16 million. 

Contracts are under negotiation for the sale of the one-half of the 
output of the Clark Hill project which is to be sold in the State of 
Georgia. It is anticipated that during the current year long-term 
arrangements will also be concluded for the sale of the output of the 
Philpott and Old Hickory projects and that negotiations will be initi- 
ated with the interested private companies and preferred agencis for 
the sale of the output of the Jim Woodruff project. 

The budget year objectives adopted in these circumstances are as 
follows: 
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First, administration of at least 106 and possibly as many as 120 
long-term contracts which are expected to be in effect at the beginning 
of the budget year; 

Second, completion of negotiation of long-term arrangements for 
power from the Jim Woodruff project and negotiation of long-term 
arrangements for power from the Buford project, which will involve 
the negotiation of at least 53 additional contracts and possibly as 
many as 80 contracts; 

Third, disposal of Cheatham power to the Tennessee Valley Au- 
thority; 

Fourth, establishment of rates for the Fort Gaines and Cheatham 
projects and review of proposed rates for the Jim Woodruff and 
Buford projects to establish either a rate schedule for the Chatta- 
hoochee Basin or as alternative individual rate schedules for the Jim 
Woodruff, Buford, and Fort Gaines projects; 

Fifth, establishment of repayment accounting for Jim Woodruff, 
Buford, and Old Hickory projects and of consolidated repayment 
accounting for all of the projects in Southeastern’s area 

Sixth, determination of the technical and financial benefits avail- 
able from integrated operation of the Jim Woodruff, Buford, and 
Fort Gaines projects and from further interchange of power between 
the Clark Hill and Hartwell projects with the power from the projects 
in Chattahoochee River Basin. 

An appropriation of $1,378,000, consisting entirely of operation and 
maintenance funds, is requested for the activities required to prosecute 
these objectives. The activities are system operations and mainte- 
nance, purchase of energy and wheeling charges, power contracts and 
rates and general administration. The sum of $1,134,000, or over 
80 percent of the total appropriation, is requested for purchase of 
energy and wheeling charges, to be devoted exclusively to the pur- 
chases of firming energy ‘and the payment of wheeling fees which 
will occur during the budget vear operation of the existing contracts 
with the Virginia Electric & Power Co. and Carolina Power & L ight 
Co. The remaining $244,000 of the appropriation request will provide 
for the system operations and maintenance, power contracts and rates, 
and general administration activities comprising the direct operation 
and maintenance of the agency headquarters. Of this amount $75,000 
is requested for system operations and maintenance, $89,500 for power 
contracts and rates, and $79,500 for general administration. 

The budget year objectives represent a substantial increase in work 
over the current year. No corresponding increase in personnel is 
contemplated by the requested funds for the direct operation and 
maintenance of the agency headquarters. Rather, the $244,000 
requested for this purpose provides for a continuation of the ageney’s 
working force at the current year level. 

Each of the activities to be conducted for attainment of the budget 
year objectives consists of a set of related tasks. These are enumer- 
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ated and examined at length in the bound assembly of justification 
detail which the committee already has. A summation and high- 
lighting of them here may provide some further illustration of the 
extent of the agency’s budget year work. 

The system operations and maintenance activity is carried out to 
provide for investigation of the power market; determination of alter- 
native transmission costs; scheduling and dispatch of power generation; 
scheduling of storage and release of water; administration of contract- 
ual operation requirements; appraisal of proposed hydroelectric devel- 
opments; and determination of methods for coordinating operation 
of present and proposed generating plants to obtain maximum utiliza- 
tion of resources. These tasks are accomplished continuously in 
every year. Their scope will increase in the budget year as a conse- 
quence of operational and power disposal arrangements secured in 
the current year. 

The power contracts and rates activity is conducted to prepare for, 
accomplish, maintain, and review the results of power disposal 
arrangements. In its conduct the agency determines the production 
cost and selling price of the power, establishes and secures approval of 
rates, negotiates and administers appropriate contracts and conducts 
perpetual review of results. Like those of system operations and 
maintenance, these tasks are continuing in nature and the amount of 
work entailed in their accomplishment will increase in the budget vear. 

The general administration activity is conducted to provide execu- 
tive management for the agency and to supply the agency with sup- 
porting administrative and fiscal services. Its principal tasks are 
(1) executive direction and control of the agency as a whole, (2) 
administration of personnel matters, (3) procurement of supplies, 
equipment and materials, and the conduct of office services, (4) 
maintenance of accounts which record and control the expenditure of 
appropriated funds in accordance with the terms of their appropria- 
tion, and (5) preparation of the annual budget estimates. The 
activity’s extent from vear to vear of course results from and is pro- 
portionate to the extent of the agency’s other activities. 

Funds appropriated for purchase of energy and wheeling charges 
are used only to pay amounts charged the Government under contrac- 
tual arrangements for (1) delivery “of power over non-Federal systems 
to load centers of preferred agencies for the account of the Govern- 
ment and (2) purchase by the Government of energy to firm up fed- 
erally generated power to the load factor required by preferred 
agencies. As I mentioned earlier, the appropriation requested for the 
activity is required solely to meet budget year obligations under the 
existing contracts with the Virginia Electric & Power Co. and Carolina 
Power & Light Co. It will accomplish service to 17 preferred agencies 
at 80 points of wholesale delivery in the service area of the Virginia 
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Co. and to 16 preferred agencies in the service area of the Carolina 
Co. 

Nine hundred and fifty thousand dollars of the funds requested for 
this purpose are for payment of wheeling charges and purchase of 
firming energy under the Virginia Co. contract. This amount is not 
based on critical water-year c ‘onditions at the project. In computing 
the amount of the estimate for fiscal year 1957, a determination was 
made of the actual payments that would have occured under the 
Virginia Co. contract had the contract been in operation and serving 
the estimated 1957 requirements of the 17 cooperatives during the 
39 years for which actual water records are available. The amount 
of the appropriation request is the average of these yearly determi- 
nations. 

One hundred and eighty-four thousand dollars of the funds requested 
are for payment of wheeling charges under the Carolina Co. contract. 
This is the amount estimated to be required for this purpose during 
fiscal year 1957 based on average water conditions. No funds are 
required under this contract for the purchase of firming energy since 
such energy is sold by the company directly to preferred agencies 

That completes my statement, sir. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Rasaut. We will put pages 5 through 15 inclusive in the 
record at this point. 
(The matter referred to follows:) 


December 1955 status of generating capacity and marketing arrangements 














Kilowatts Kilowatts under construction for operation in— 

operating 8 ellen Che pte Ea et 

at Decem- | | Total 

ber of cur- | Current | Budget | Fiscal year | Fiscal year | Fiscal year 

|} rent year year year 1958 | 1962 1963 
salad = nail =| | 
Wolf Creek. -..---- rie So Be Fe eo Ss Rei eouet eae beau ..-| 270,000 
Center Hill. -....--- | 135, 000 |-------- dikebeceaend |------------ ac eieatinan Dic deidii ‘ sneleie 135, 000 
Dale Hollow. --_---- | i celia lala Be Te aa LL ae 6 nciagindedag aia or danni pial 54, 600 
Allatoona....---- Wate taco cc cate Ae $s2in chk eS datedainne Skabacudeodst 74, 000 
PUMOUS. ncn casas PE firbaaiscceeas ae wee cies heated nkbapumhehaicen a 14, 000 
John H. Kerr-_--- 906, 000 toes cucu. I ee sore nee oe Dh eka oe cated a a aeae 204, 000 
COMMON FRIIE ins soca SI is cemnwnnein cbcccaiemane Ss cibinadteae si scabilinebaasieantate ‘ts achicnael 280, 000 
Jim Woodruff. ____- f etttacc eke aa Bee amend  Eenetethealy a cnckoescad Fs oa : 30, 000 
eee Roda echoes Eid ashes | SP cic. anes acts cenaditeneancus, 86, 000 
Old Hickory _._..-- ae i ou ana’ 75, 000 | OI D5 scticcceehevens ..| 100, 000 
Cheatham. ....-.-. lpdicnesmudentcews es ee ae SO OD hone ce oer wins i cncemes syne 36, 000 
TIRE ni decccgun sere tin castes sh lstel hie ahaa Boies i dala ee 198, 000 |_.-- 198, 000 
Fort Gaines ; a | J hed ende Ue akg cee Neat woe aa oh 32, 500 | 97, 500 130, 000 

iC — 1, 031, 600 | PSO LT 191, 000 | 61,000 | 230, 500 97, 500 | 1, 611, 600 











44 


The power now generated at the projects is being sold under 23 long-term con- 
tracts and 2 short-term, interim agreements. The entire output of the Wolf 
Creek, Center Hill, and Dale Hollow projects is being sold to the Tennessee Valley 
Authority under a long-term contract. The Georgia Power Co. is purchasing the 
entire output of the Allatoona project under a long-term contract. The Appalach- 
ian Electric Power Co. is purchasing the entire output of the Philpott project under 
a short-term, interim agreement. Two-thirds of the output of the John H. Kerr 
project is being sold to the Virginia Electric & Power Co. under a long-term wheel- 
ing, firming, and sale of power contract, and to 17 rural electric cooperatives of 
Virginia and North Carolina under long-term contracts. The remaining one-third 
will be sold under a contract executed on December 7, 1955, with Carolina Power 
& Light Co, and contracts to be executed with 19 preferred agency applicants 
in the company’s service area. Part of the output of the Clark Hill project is being 
sold to the South Carolina Public Service Authority and the Greenwood County 
Electric Power Commission under long-term contracts and the remainder of the 
output is being sold month by month on the basis of the best price obtainable 
among the several agencies interconnected with the project. 

Contracts are under negotiation for the sale of the one-half of the output of the 
Clark Hill project which is to be sold in the State of Georgia. It is anticipated 
that during the current year long-term arrangements will also be concluded for the 
sale of the output of the Philpott and Old Hickory projects and that negotiations 
will be initiated with the interested private companies and preferred agencies for 
the sale of the output of the Jim Woodruff project. 


Budget year objectives 


The budget year objectives may be summarized as follows: 

(1) Administration of at least 89 and possibly as many as 120 long-term con- 
tracts which are expected to be in effect at the beginning of the budget year; 

(2) Completion of negotiation of long-term arrangements for power from the 
Jim Woodruff project and negotiation of long-term arrangements for power from 
the Buford project, which will involve the negotiation of at least 53 additional 
contracts and possibly as many as 80 contracts; 

(3) Disposal of Cheatham power to the Tennessee Valley Authority; 

(4) Establishment of rates for the Fort Gaines and Cheatham projects and 
review of proposed rates for the Jim Woodruff and Buford projects to establish 
either a rate schedule for the Chattahoochee Basin or as alternative individual 
rate schedules for the Jim Woodruff, Buford and Fort Gaines projects; 

(5) Establishment of repayment accounting for Jim Woodruff, Buford, and 
Old Hickory projects and of consolidated repayment accounting for all of the 
projects in Southeastern’s area; 

(6) Determination of the technical and financial benefits available from inte- 
grated operation of the Jim Woodruff, Buford, and Fort Gaines projects and from 
further interchange of power between the Clark Hill and Hartwell projects with 
the power from the projects in Chattahoochee River Basin. 


Funds required for appropriation 


The agency’s appropriation request consists entirely of operation and mainte- 
nance funds in the amount of $1,378,000. The funds are distributed among four 
activities, namely, system operation and maintenance, power contracts and rates, 
general administration, and purchase of energy and wheeling charges. Purchase 
of energy and wheeling charges is estimated to require $1,134,000. The remaining 
$244,000 is required for actual operation of the agency and provides for a continu- 
ation of the agency’s working force at the current year level. 





4 
; 
3 


rine 








45 


Status of revenues 


Last year’s actual revenues and the revenues which are estimated for the current 
year and the budget year are as follows: 


P Fiscal year 





ns Fiscal year 
. Fiscal year | ams 
Projects : : 1956 (esti- 957 (esti- 
ject 1955 (actual) | voted | een 
chitin te ee ee Sic ERD tk a , 
TO i li ae il li ‘| | 
CO ES oot ecastwiceudsonns ue 4 . _...--|> $3, 950,000.00 | $3, 950, 000 $3, 950, 000 
Dale Hollow_..........- biases dens Wisstecedsh, che \| 
Ce BR oh. ebgrtteatts deck bn gdm ieeauuatpebeed jbeilgediies mii ‘ he eh | 900, 000 
i neincicetii Reap adeeb bee ehec chain --| 801, 554. 50 | 1, 000, 215 | 1, 000, 215 
Buford i, eke eee beara nae Loe ue henaee R eae ae 595, 362 
Jim Woodruff pica CIS Stelkat tL 2 ail cave Ak 462, 000 
CI I hited ett connandetennnmaicds deeded _...-| 2,045, 416.00 3, 117, 920 4, 268, 600 
Philpott io eee ee a OEE Sad ced ab 197, 561. 42 | 219, 200 217, 100 
FUME WT SU e bao ccncacctecscnce Trak aruat sdscacnecusal ay Caer eae) 3, 979, 278 | 4, 547, 590 
SO ii al ta i a ih ca | 9, 783, 104, 81 | 12, 266, 613 | 15, 940, 86 


Disposal of Kerr project power 

A contract has been executed with the Carolina Power & Light Co. to wheel 
power from the Kerr project to preferred customers in North Carolina. Funds 
are included in the estimate for 1957 for this purpose. It is anticipated that 
power sales contracts will be executed with preferred customers during the 
current fiscal year which may require additional funds for wheeling in 1956. 

JUSTIFICATION 
System operation and maintenance, $75,000 
The estimate for this activity for fiscal year 1957 is $75,000, an increase of 
2,000 over the current year. 

The activity is carried out to provide schedules for the generation of power, 
supervision of power deliveries as required by contractual arrangements,! and 
determination of methods of coordinating operation of present and proposed 
generating plants to obtain maximum utilization of resources. 

Constituent tasks of the activity enumerated below are accomplished 
continuously in every year. Their scope will increase in the budget year as a 
consequence of operational and power-disposal arrangements secured in the 
current year. 

1. Studies of project operations, long range.—Studies are made for the purpose of 
determining the amounts of power and energy available for sale, and the opera- 
tions required in obtaining the maximum amounts of such power and energy. 
They involve consideration of the characteristics of the project, historic stream- 
flows, effects of upstream developments, requirement for downstream river flows, 
and characteristics of the load to be served. Prior to the start of negotiations for 
sale of power from the project, an initial study is made based on anticipated up- 
stream development at the time the project is to be completed, anticipated 
requirements for downstream river flows, and estimated characteristics of the 
load to be served. As negotiations progress and additional information is ob- 
tained as to the characteristics of the load to be served, revised studies are made 
to take these into account. Many such studies may be required during the nego- 
tiation of a single major contract. After the completion of the contract, changes 
in upstream river development and requirements for downstream river flows (or 
proposals for such upstream development or change in river flows) may require 
additional studies to take into account these revised factors. 

2. Studies of integrated project operations.—Studies of integrated project opera- 
tions are project ope ‘ration studies of two or more projects to determine whether 
the operation of those projects should be integrated to result in a greater output 
from the combined operation than can be obtained from the operation of the 
projects individually. In addition, it involves the study of the methods of 
accomplishing the integrated operation through existing or potential electrical 
interconnections of the projects. 

3. Current determinations of power and energy available. —In connection with 
the projects which are in operation it is necessary to make determinations of the 
energy available from time to time (normally at intervals of 1 week) to control the 
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current operations of the projects. These determinations are based on rule curves 
and other criteria developed by the project operation and integration studies 
previously discussed and current streamflow conditions and forecasts of stream- 
flow conditions. This is a continuing responsibility which is affected by the com- 
plexity of the arrangements for marketing of the power, such as whether the 
projects are operated independently or integrated. 

4. Scheduling, storage and release of water, and delivery of power and coordina- 
tion of project operations with other projects and with the operations of utilities 
receiving power from the projects.—The basis for this activity is the information 
developed by the long-range and current studies previously discussed. It in- 
volves telephone contacts with the operators of the various utilities and the 
various projects and with water-control engineers in the various Corps of Engi- 
neers district and division offices to advise the utilities of the power available; to 
arrange for schedules of deliveries; to arrange for receipts of power from the 
utilities to be stored in Government reservoirs; to arrange with the project 
operators for delivery and receipt of the power in accordance with the schedules 
agreed on with the utility operators and with the water-control engineers to 
assure that releases for power are not inconsistent with the requirement for 
releases for other functions of the project such as navigation and flood control. 
Arrangements made by telephone are confirmed in writing and in some more 
difficult situations personal conferences are required. 

5. Administration of contractual operating requirements.—This involves such 
activities as making arrangements with the customers and plant operators for 
taking equipment out of service for maintenance and inspection, classifying and 
recording power and energy deliveries in accordance with contracts and other 
commitments, and making arrangements for proper voltage levels and other 
conditions on the systems of the customers in order to provide good service to 
all customers. This is a continuing activity, the volume of which is variable but 
which tends to increase with an increase in the number of agencies receiving 
power at the project. 

6. Meter testing and maintenance.—In order that the power and energy delivered 
to the customers may be accurately measured it is necessary to test all meters 
used in measuring deliveries of power and energy at intervals not greater than 1 
year. It is necessary that a representative of the agency be present at the meter 
test and arrangements must be made with the corps for performing individual 
tests and with the customer involved so that it may be represented by a witness 
at the test. In connection with the meters used in measuring deliveries from the 
utility systems to customers of the Government, where tests are performed by 
the utility, the Administration receives notification of such tests and makes 
arrangement for the affected Government customer to be represented if he desires. 

7. Reporting—The Administration is required to submit to the Federal Power 
Commission an annual report on FPC Form No. 12 and an interim report midway 
of the year on FPC Form No, 12-F. The Administration also participates in 
reporting to the Edison Electric Institute on the power operations in the south- 
eastern United States. Complete annual reports and abbreviated midyear 
reports are required for this purpose. Operation reports are submitted monthly 
to the Department and special reports to other agencies are required from time 
to time. 

Power contracts and rates, $89,500 

The estimate for this activity for fiscal year 1957 is $89,500, an increase of $3,500 
over the current year. 

The activity is conducted to prepare for, accomplish, maintain, and review the 
results of power-disposal arrangements, In its conduct the agency determines the 
production cost and the selling price of the power; identifies purchasers and de- 
livery measures; negotiates and administers appropriate contracts; and conducts 
continuous review of results. 

The tasks making up the activity are continuing in nature. Their number is 
subject to some variation from year to year according to circumstances, as is the 
placement of emphasis among them. Both their number and the amount of 
work entailed in their accomplishment will increase in the budget year. 

1. Appraisal of proposed hydroelectric developments.—To establish financial 
feasibility of hydroelectric projects proposed for construction, joint appraisal is 
conducted at the planning stage by the field agencies of the Corps of Engineers, 
the Department of the Interior, and the Federal Power Commission. The ap- 
praisals employ estimated costs only, and have for a principal requirement on 
Southeastern the determination of whether prospective revenues are adequate to 
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repay estimated allocations of cost to power. The determination necessitates 
Southeastern’s conduct of preliminary cost allocation, rate and repayment studies, 
the results of which are reviewed at meetings held in regular series by the three 
field agencies. 

2. Determination of cost allocations.—Agreement on the formulations of cost 
allocation was reached among the Department of the Interior, Corps of Engineers, 
and Federal Power Commission during fiscal year 1954. The agreement provides 
criteria for a joint, field level determination of costs, cost-allocation methods, and 
amounts for allocation. Field agency determinations under the criteria were 
begun in 1954, are in progress during the current year and will be conducted during 
the budget year. Results of the three agencies’ respective studies are reviewed 
and reconciled at meetings held in a regular series. Southeastern’s role in the 
joint determinations requires accomplishment of cost allocation, rate, and repay- 
ment studies that test allocations to power against obtainable power revenue. 

3. Rate establishment and presentation for approval.—Rate schedules are required 
to be drawn so as to produce revenue sufficient to pay the expenses of operation, 
maintenance, interest, and amortization of the investment in the projects and 
their related power facilities. Establishment and presentation of rates for con- 
firmation and approval by the Federal Power Commission require the accomplish- 
ment of detailed cost allocation, rate, and repayment studies based on varying 
assumptions that reflect the effect of proposed rates and take into account pre- 
liminary and final cost allocations, proposed and actual contract arrangements 
for the sale of power, and anticipated and actual project operation and mainte- 
nance costs. 

Determination that revenue is adequate to repay power investment.—Repay- 
ment schedules are prepared and maintained for each project in the course of the 
agency’s work to appraise proposed hydroelectric developments, determine cost 
allocations, and present rates for approval. They are prepared at the outset on 
the basis of estimated project costs, and are then adjusted as actual costs are 
reported during construction. Once the project has been completed they are 
adjusted periodically to reflect actual revenues and actual costs, including opera- 
tion and maintenance expenses and interest and amortization. Following the 
approval of rates, repayment accounts are set up and maintained for each project. 
The accounts are maintained to insure that the revenue required to repay the 
— is actually materializing according to the repayment schedule. 

Investigation of the market.—Disposal of the firm power, secondary energy, 
nondeee ndable capacity and dump energy components of the projects’ output 
requires both a comprehensive knowledge of the existing needs of the market 
and an accurate forecast of the market’s future needs. Determinations of vendi- 
bility, by reason of the several uses to which they are put, must begin well in ad- 
vance of the construction of projects and must thereafter undergo continuous 
refinement and revision to reflect nee conditions. Preliminary determina- 
tions are needed for use during the agency’s participation in interagency appraisal 
of proposed hydroelectric developments. Exact knowledge of the existing and 
prospective size and character of each public body and cooperative load in the 
areas surrounding projects in operation and under construction is essential to an 
equitable disposition of power, since these agencies are by law given a preference 
in the sale of power and their combined requirements far exceed the power avail- 
able for disposal. Accurate information on present and future load is re quired 
in determining the quantities and kinds of power available for sale at the project, 
in determining whether non-Federal facilities offered for the transmission of powe r 
are available on reasonable terms, in making estimates of power revenues for 
fiscal and other purposes, and in determining the funds needed in the coming 
year for the purchase of firming energy and the payment of wheeling fees. To 
obtain a proper return from nondependable capacity and dump energy available 
at the projects it is essential to have continuous knowledge of the load and genera- 
tion conditions prevailing on the systems of the major utilities comprising the 
market for this product. 

Determinations of alternative transmission costs.—It is the policy of the 
Department to build and operate transmission facilities to carry power to points 
of wholesale delivery within economic transmission distances unless other public 
or private agencies have or will provide the necessary facilities upon reasonable 
terms—the terms generally to be such that the federally produced power will be 
made available to purchasers at costs not higher than would result from the con- 
struction of transmission facilities by the Federal Government. Engineering 
and economic studies are required to develop data upon which appropriate 
action under the policy may be judged by the Department. 
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7. Contract negotiation.—Contracts are negotiated for the sale of power, the 
employment of non-Federal transmission facilities, and the purchase of firming 
energy. All three purposes may be served in one contract, as in the existing 
contract with the Virginia Electric & Plower Co. for the wheeling, firming and 
sale of Kerr project power. The larger number of contracts (for example, those 
with rural electric cooperatives) are for power sales only. The negotiations fre- 
quently raise complicated engineering and economic problems (particularly the 
negotiations with large utility svstems) the resolution of which becomes for the 
time a major element in the workload of the agency as a whole. 

8. Administration of power sales contracts.—Continuing service requirements 
begin with the initial delivery of power under each contract. Some are inter- 
mittent, such as the investigation of complaints, the negotiation of changes in the 
contract demand, and the establishment of new points of delivery. Others occur 
regularly in every month. In the latter category are power billing, collection of 
bill payments, and the maintenance of customer accounts. The billing routine 
comprises a major portion of the workload. Information recorded by meter is 
collected monthly and processed by calculation into data from which bills are 
rendered. The calculation involves determination of losses between points of 
delivery and points of metering check of power usage against contract provisions 
to determine the application of penalties, and the development of appropriate 
constants and correction factors in order that the power quantities for which bills 
are rendered may properly reflect load diversity, divisions of energy between on- 
peak and off-peak periods and the reactive requirements of the load. The 
extent of the contract administration workload in any year corresponds roughly 
to the number of contracts on hand. 

9. Reporting.— Monthly and annual summaries of power marketing information 
are required for the orderly conduct of the activity. Periodic reports are required 
by the Federal Power Commission (FPC Form No. 1). Establishment of repay- 
ment accounting, the larger number of contracts for administration, and other 
such factors, will increase the amount of work required in the preparation of 
reports, although the reports will not increase in number over the current year. 


Purchase of energy and wheeling charges, $1,134,000. 

The estimate for this activity for fiscal year 1957 is $1,134,000, an increase of 
$209,000 over the current year. $184,000 of the increase is due to the execution 
of a wheeling contract with Carolina Power & Light Co. 

Funds appropriated for the activity are used only to pay amounts charged the 
Government under contractual arrangements for (1) delivery of power over 
non-Federal systems to load centers of power purchasers for the account of the 
Government, and (2) purchase by the Government of energy to firm up Federally 
generated power to the load factor required by power purchasers. The fiscal year 
1957 appropriation requested for the activity provides solely for such payments 
under the existing contracts with the Virginia Electric & Power Co. (Vepco) 
and Carolina Power & Light Co. (C. P. & L.). 

$950,000 of the funds requested are for payment of wheeling charges and pur- 
chase of firming energy under the Virginia Electric & Power Co. contract. This 
will accomplish service to 17 rural electric cooperatives at approximately 80 points 
of wholesale delivery located within a 150-mile radius of the John H. Kerr project. 
The amount is not based on critical water year conditions at the project, but 
instead on an average condition. In arriving at the amount of the estimate for 
fiscal year 1957, a determination was made of the actual payments that would 
have occurred under the Vepco contract had the contract been in operation and 
serving the estimated 1957 requirements of the 17 cooperatives during 22 years 
for which actual water records are available. The amount of the appropriation 
request is the average of these yearly determinations. The 17 cooperatives are 
estimated to require 275,251 ,700 kilowatt-hours of energy including transmission 
losses in fiscal year 1957, divided into 185 ,634,500 kilowatt-hours of on-peak 
energy. It is estimated that 133,846,600 kilowatt-hours of the energy will be 
wheeled within zone 1 and 130,818,500 kilowatt-hours within zone 2. The applica- 
tion of these requirements to 22 years of record at the project to arrive at the 
appropriation request for fiscal year 1957 is shown on the following page. 
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$184,000 of the funds requested are for payment of wheeling charges under 
the Carolina Power & Light Co. contract. This is the amount estimated to be 
required for this purpose during fiscal vear 1957 based on average water condi- 
tions. No funds are required under this contract for the purchase of firming 
energy since such energy is sold by the company directly to preferred agencies. 


= ESR ten 


Estimate of firming energy purchases and wheeling charges, John H. Kerr project, 
Virginia Electric & Power Co. contract, fiscal year 1957 ~Dollar requirements 
based on monthly application of contract provisions throughout 22-year period of 
complete water records 

NOTES 


1) The fiscal year 1957 capacity and energy requirements of the 17 Government 
customers served under the wheeling and firming contract with VEPCO 
have been applied to each month of 22 fiscal years for which complete water 
records at the Kerr project are available to determine the actual wheeling 
and firming charges that would have occurred in those years if the VEPCO 
contract had been in operation and the load forecast for fiscal year 1957 
for the Government’s customers actually prevailed. 

(2) For all years, the wheeling charges remain constant: 
Zone 1 deliveries of 133,846,600 kilowatt-hours at $0.001__ $133, 846. 60 
Zone 2 deliveries of 130,818,500 kilowatt-hours at $0.00175_ 228, 932. 38 
Total deliveries of 264,665,100 kilowatt-hours_______-_- 362, 778. 98 
(3) For all years, the purchase of off-peak firming energy remains 
constant: Off-peak purchases of 89,617,200 kilowatt-hours at 
Mee ane ang acct ee ce rae sieve cache ea shea ban gy il .. 340, 545. 36 
(4) Thus, for all years, wheeling charges and off-peak pur- 
chases will amount to a constant figure of_____- a 703, 324. 34 
(5) The variable in the estimate is the amount required for on-peak 
purchases of energy. Depending on the quantity of water 
available in each month of each year, the on-peak purchases 
(at $0.0053 per kilowatt hour), and consequently the total 
firming and wheeling charges, vary as shown in table I op- 
posite these notes. The average on-peak firming costs from 
this tabulation is: On-peak purchases of 46,304,000 kilowatt 


IE ce ak ics Lan ene a woes ee cs sam See, ebl. to 
(6) The average cost of firming and wheeling expenses is 
ee SNS OE Onn ccm epemnensnmeanunecsox 948, 735. 47 


(7) In a critical water year this would be sufficient money to pay 
firming and wheeling charges through February as shown in 
table II opposite these notes. 

(8) Sources of data and assumptions used in the estimate are: 

(a) Basic water data for each month of the 22-years used is from Depend- 
able Capacity and Energy Studies, John H. Kerr Projects, SEPA 
Division of Operations, December 1953. Dependable cepacity of 
179,500 kilowatts at 1,180 hours use per year based on assumptions 
that the project will be electrically integrated with Philpott project 
and that Roanoke Rapids project will be in operation. 

(b) Basic load data of Government customers is from individual load 
forecasts by months for fiscal vear 1957 for 17 cooperatives served 
under the wheeling and firming contract. 

(c) Diversity factors used: 0.975 for November and January; 0.97 for 
October and February; 0.965 for December; 0.95 for March, April, 
and Septem ber; 0.94 for May and August; 0.93 f r June and July. 

(d) Energy divided between on- and off-peak on the basis of studies of 

past experiences for each month of the year. 
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TARLE |.— Year-by-year firming and wheeling costs 

















' 
i a Total wheeling 
Fiscal year a | On-peak dollars| and firming 
cost 
ie Tae z =. a 
| 

atin Seige ss cgtilanncc tn oes il Tc Sarees tas epic excnlisca 115, 111, 400 $610, 090. 42 $1, 313, 414. 76 
I aaa tani se ee ie einai a 76, 983, 800 408, 014. 14 1, 111, 338. 48 
eas paiva etuihn rae ee 38, 276, 300 | 202, 864. 39 906, 188. 73 
Ss cisrin'g cixi ctwian tani o won oes : : eee = 83, 579, 500 442, 971. 35 1, 146, 295. 69 
1935 a ar Da a es basis eae 32, 838, 900 | 174, 046. 17 877, 370. 51 
a Git a oe ea a . ilicaatlliaanaamikaaiaaas Siibteiniadikaiesciibiaiiealiada 37, 249, 100 | 197, 420. 23 900, 744. 57 
1937 bie a iad ‘ ; Deine 43, 850, 400 | 232, 407. 12 935, 731. 46 
ed a aah ae ea eee 24, 832, 300 131, 611.19 834, 935. 53 
ae : ttua jax eamntaein a datienteeuta 21, 703, 400 115, 028. 02 818, 352. 36 
icine dis nbcedaaiapiapaanaiibeiae is bbb dv deeemebuedabes 50, 890, 800 269, 721. 24 973, 045. 58 
1941 eit eGiee ictnidinwmicot ine tianenkaaen> oot ‘ 54, 299, 400 287, 786. 82 991, 111. 16 
1942 Scout ds whincnae tas bs ve bec chmdcane sin 5 aaeandadaee 85, 482, 400 453, 056. 73 1, 156, 381. 06 
1943__. _ : eacekdane tes teres enase akan 13, 956, 200 | 73, 967. 86 777, 292. 20 
1944____ imuscvetnie bes dedinn aaa | 62, 453, 900 331, 005. 67 1, 034, 330. 01 
1945 ; pteibiate Abd oithee ciktadud aaa wade ckeeas eased 39, 697, 900 210, 398. 87 913, 723. 21 
1946 . ae ae ;  siali sina 23, 507, 800 | 124, 591. 34 827, 915. 68 
1947___- A acieseeie aca ahead hee neal | 62, 651, 700 | 332, 054. 01 1, 035, 378. 35 
1948 Sadeiekabilinldaiaiics insta diane db etenoade wale 24, 888, 600 | 131, 909. 58 835, 233. 92 
1949 5 I cai a licence iati la eR a ae eae 12, 641, 100 | 66, 997. 83 770, 322. 17 
1950 sa ax sailed ea haar a Ra ne ne e 22, 795, 300 | 120, 815. 09 824, 139. 43 
1951 E lsae saouentess Seaton EN 35, 976, 800 | 190, 677. 04 894, 001. 38 
1952 ? ‘ pate ite iach 55, 020, 700 291, 609. 71 994, 934. 05 
Averses...05 5 pan ae Bae Ni 46, 304, 000 245, 411.13 948, 735. 47 





TaBLe II.—Critical year costs, monttly and cumulatively 























Pt Off-peak On-peak Month’s | q ii 
Month Wheeling firming firming total | Cumulative 
July US hced ae ‘ _...| $32,743.80 | $32,415.52] $57,173.75 | $122,333.07 $122, 333. 97 
August : Se 32, 422. 98 28, 187. 26 53, 271. 89 113, 882. 13 | 236, 215. 20 
September... ___ _...-| 28, 220. 90 29,424.92} 36,880.05 | 94,525. 87 330, 741. 07 
October a aay 32, 535. 55 | 29, 786. 30 60, 454. 45 122, 776. 30 453, 517. 37 
November__. ; ; 29, 359. 47 | 27, 850. 96 | 50, 416. 78 107, 627. 21 561, 144. 58 
December. ae tate 28, 231. 10 26, 688. 16 41, 828. 66 96, 747. 92 657, 892. 50 
January. -_..-- se 33, 483. 65 31, 708. 34 55, 806. 88 | 120, 998. 87 | 778, 891. 37 
February_.- 27, 453. 65 24, 474. 66 49, 044. 08 | 100, 972. 39 | 879, 863. 76 
March__.___- . ‘ 28, 372. 50 25, 307. 62 | 51, 866. 86 | 105, 546. 98 | 985, 410. 74 
= ears 31, 279. 18 | 29, 530. 94 | 60, 656. 38 121, 466. 50 1, 106, 877. 24 
May... Suis i 30, 303. 50 | 29, 339. 04 52, 262. 77 | 1, 905.31 | 1, 218, 782. 55 
June en a 28, 372. 70 | 25, 831. 64 40, 427. 87 94,632.21 | 1,313,414. 76 
} 
MIN 356 3 cteaetesem ial 362, 778. 98 | 340, 45. 36 | | 1,313, 414. 76 


610, 090. 42 | 1, 313, 414. 76 


Southeastern Power Administration, Division of Power Sales, May 12, 1955. 


General administration, $79,500 


The estimate for this activity for fiscal year 1957 is $79,500, an increase of $3,500 
over the current year. 

The activity is conducted to provide executive management for the agency 
and to supply the agency with supporting administrative services. Its extent 
from year to year results from and is proportionate to the extent of the agency’s 
other activities. It consists principally of the following tasks: 

1. Menagement.—The agency ’s program is determined by secretarial criteria. 
Coordination of the agency’s activities and their executive direction and control 
is secured by staff conference, written directives, and a systematic review of 
transactions in progress. The effectiveness of procedures, methods, and routines 
is subjected to regular appraisal. 

2. Personnel.—Actions are taken, records are maintained, and reports are 
forwarded to accomplish recruitment, separation from the service, job classifica- 
tion, promotion, efficiency rating, retirement, and the like, under procedures 
required by the Department, the Civil Service Commission, and the Congress. 

3. Procurement and office services.—Materials, equipment, supplies, and services 
are purchased, records and reference materials are managed, mail is processed 
and handled, duplicating equipment is operated, motor vehicles and headquarters 
premises are maintained, staff transportation is secured, switchboard communi- 
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cation is operated, space is managed, and other work of a similar nature is per- 
formed to support the operation of the agency. 

4. Fiscal services.—Accounts are established and maintained to record and 
control the expenditure of appropriated funds in accordance with the terms of 
their appropriation. Periodic and special reports on the status of accounts are 
prepared and forwarded as prescribed by the Department, the General Accounting 
Office, and others. 

5. Budget.—In each year, program criteria established for the coming year are 
reflected into an estimate of appropriations required. Departmental review of 
the estimate is secured, and presentations for justification are made to the Bureau 
of the Budget and to the Congress in accordance with their respective procedures, 


PURCHASE OF ENERGY AND WHEELING FEES 


Mr. Rasavut. The only change of consequence proposed in the 
1957 budget is an increase of $209,000 in the purchase of energy and 
wheeling charges. What is the explanation for that? 

Mr. Leavy. That increase results primarily from the execution of 
a wheeling contract with the Carolina Power & Light Co. All but 
$25,000 of the increase is attributable to that new contract. There 
is also an increase of $25,000 in the funds required under the VEPCO 
contract, due to some increase of loads being served under that 
contract. 

Mr. Rasaut. That takes care of the whole amount? 

Mr. Leavy. That takes care of the increase in the wheeling and 
firming funds. 

GEORGIA POWER COMPANY CONTRACT 


Mr. Rasaut. Probably the No. 1 problem for the past several 
months has been negotiations for distribution of power in Georgia. 
What is the current status of the negotiations with the Georgia 
Power Co.? 

Mr. Leavy. I met last Thursday and Friday with representatives 
of the 37 cooperatives and the 44 municipalities in the State, and 
with the representatives of the Georgia Power Co. It is my belief 
that the contracts for disposition of power from the Clark Hill project 
allocated to Georgia will probably be executed in the next several 
weeks. 

In order to give you a little better picture, | might indicate what 
has transpired so that you need not rely wholly on my judgment of 
what may be expected to happen. 

Several months ago, the Department and Southeastern proposed an 
arrangement which involved a contract between the Government and 
the company, and contracts between the Government and the preferred 
agencies. The preferred agencies accepted that arrangement subject, 
however, to several major modifications upon which they insisted. 
Subsequent negotiations with them resulted in an agreement that 
certain of those conditions would be met by the Government and 
that certain of the conditions would not be insisted upon by the pre- 
ferred agencies. 

So at that point, several weeks ago, we were in substantial agree- 
ment with the preferred agencies as to the general arrangement. We 
had not agreed with them on the other documents which are involved 
in the arrangement. 

There are two contracts between the preferred agencies and the 
company which represent a portion of the overall arrangement to 
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which they must also agree. Since that time, we have been working 
with the representatives of the preferred agencies and have worked 
out with their engineering representatives, I think I can say, the final 
language on the four documents involved. It is my understanding 
that these representatives will, at meetings to be held early next week, 
recommend to the governing bodies of these groups that they accept 
the arrangement as proposed. 

In the event they do accept the arrangement as proposed, it will 
then be submitted to the Georgia Power Co. as an arrangement which 
has been agreed to by the Government and the preferred agencies, 
and will then be submitted to the board of directors of that company. 

Mr. Ranaut. How numerous were these differences? 

Mr. Leavy. There were primarily three differences. The questions 
involved were the amount of energy which the preference customers 
would get, the rate at which they would get it, and the term of the 
contract. There was also a technical problem, involving the way in 
which they would be billed under the various contracts. The result 
of the compromise that we have reached is that the preferred agencies 
have dropped their insistence on a somewhat greater amount of energy 
to be given them and they have dropped the question that was raised 
in connection with billing problem. The Government has agreed to 
supply power at the rate which the preferred agencies suggested and 
insisted upon, and has agreed to go along with their views as to the 
length of the term of the contract. It is their desire that the contract 
be a 10-year contract, rather than some longer term. 

Mr. Rapavt. Is the rate a normal rate? 

Mr. Leavy. Yes; I think it is in line with rates in the area. I 
think it is a very good rate for the preferred agencies, but it is a 
proper rate in view of the economics of the project. 

Mr. Razsaut. What is the rate? 

Mr. Leavy. The rate will be 6 mills per kilowatt-hour. The 
preferred agencies are presently paying an average of approximately 
6.7 mills under their contract with the company. 


CONTRACT PROVISIONS 


Mr. Rasaut. In what way will the contract likely vary from the 
standard type of wheeling contract, such as the one with the Virginia 
Electric & Power Co.? 

Mr. Leavy. The major matter in which it will differ from the Vir- 
ginia contract is the difference which is also found in the Carolina 
Power & Light Co. contract. Under the Virginia contract, the 
firming energy which is required is purchased directly by the Govern- 
ment from the company and resold to the preferred agencies along 
with the project power that may be available. In the Carolina 
contract and under the proposed Georgia contract this firming energy 
is sold directly by the company to the preferred customers. How- 
ever, under the terms of the contracts the firming energy is sold at 
the same energy rate that the preferred agencies pay the Government 
for Government energy. The end result to the preferred agencies, 
so far as the rates they pay, is precisely the same as in the Virginia 
situation. 

Mr. Rasaur. Apparently in the case of your contract with the 
Virginia and the Carolina Power & Light Co., you do not purchase 
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firming energy needed by preference customers. Why not, and what 
effect can this have on costs of power to REA’s? 

Mr. Leavy. As I indicated, there would be no effect, since under the 
Carolina and the proposed Georgia contracts the sale by the company 
would be at the same rate as the Government energy rate. So far as 
the economic result to the preferred agencies is concerned, it is pre- 
cisely the same under the Carolina, Georgia, and VEPCO arrange- 
ments. 

Mr. Rasaut. What effect has it on the service? 

Mr. Leavy. None whatever, sir. Physically the service is exactly 
the same, since it is all over the facilities of the company involved. 

Mr. Rasaut. Under this arrangement, does the power company 
agree to meet growing loads of the REA’s? 

Mr. Leavy. Yes,sir. If you are referring to the Georgia contract 
and the same is true of Carolina and Virginia—the arrangements 
provide that the Government supply the load delivered to the pre- 
ferred customers insofar as it is able to take care of their loads. In 
all of these situations, the amount available from the Government 
projects is substantially less than the preferred agency loads and in all 
of those arrangements the companies agree to supply any additional 
needed power at their regular rates. 

Mr. Rasaur. At present rates, or regular rates? 

Mr. Leavy. They will supply now at their present rates. 

Mr. Rasaut. Which is 6 mills? 

Mr. Leavy. The present company rate in Georgia for this power 
is an average of approximately 6.7 mills. The Clark Hill power will 
be sold at 6 mills. 

Mr. Rasaut. If the Government had purchased the firming energy 
and resold it, could they have used the 6 mills? 

Mr. Leavy. You mean would the rate in all probability have been 
the same? 

Mr. Rapaut. Yes. 

Mr. Leavy. It would be the same. The reason I say that is that 
in comparing the VEPCO and Carolina contracts, where in the one 

case the Government does purchase firming energy and in the other 

one it does not and the same project is involved, the economics to the 
Government are about the same; therefore there would be no oppor- 
tunity to give a lower rate. 


OTHER CONTRACTS 


Mr. Ranaut. On page 5 of the justifications you say that a long- 
term contract will be developed in 1957 for the power of the Philpott 
Dam. Under your present interim contract, all of this power goes 
to the Appalachian Electric Power Co. Are there any preference 
customers in that area that have requested any of this power? 

Mr. Leavy. I believe I am correct in saying that there are no 
preference customers in the service area of that project who have 
requested power. However, we intend to make a further canvass of 
those ore agencies before any long-term disposition of the power 
is made. 
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Mr. Rapsaur. With respect to power from Old Hickory and Jim 
Woodruff projects, what proportion of the output have preference 
customers applied for up to this time? 

Mr. Leavy. As to Old Hickory, there have been no direct applica- 
tions of preferred customers, since that project is in the TVA service 
area and it has been assumed that, like the other Cumberland projects, 
the output will be disposed of to TVA and simply go into their system. 

With respect to the Jim Woodruff project, the applications for 
power in that area from preferred agencies far exceed the available 
power from the project. Just how the power from that project will 
be divided up is a little difficult to say, since there has been no final 
determination of what the rate will be for power at the project; and, 
we have not as yet any arrangements to firm up that power. 


INTEGRATION OF SYSTEM 


Mr. Ranaut. What progress has been made since last year toward 
further integration of the operation of some of the projects in this 
area? 

Mr. Leavy. We have made progress in some respects. It was 
proposed originally and we still propose to integrate the operation of 
the Kerr and Philpott projects. The contract with Virginia Electric 
& Power Co. provides for transmission for that purpose. 

Our contract with Carolina Power & Light Co. also has provision for 
transmission for that purpose and we propose, as soon as we can, to 
negotiate a long-term contract with Appalachian to provide for the 
necessary transmission. As soon as that is done, we can then inte- 
grate the operation of those two projects. 

We have made no further specific progress on integration of the 
Clark Hill and Jim Woodruff projects, but we are presently studying 
what can be done to integrate the Jim Woodruff, Fort Gaines, and 
Buford projects, all of which are in the Chattahoochee Basin. When 
we have reached a more conclusive point, we will then see what can be 
done to integrate those projects with the Clark Hill project. We 
know there are some possibilities there, but we do not know just what 
the costs might be. 

Mr. Ranaut. Why have you refrained from seeking additional 
appropriations to tie some of these dams together so that you might 
have more power for preference customers? 

Mr. Leavy. I think the problem is that the distances involved and 
the amounts of power are such that if existing facilities can be used on 
a reasonable economic basis, the cost will be materially less than the 
cost of constructing transmission lines solely for the purpose of 
integration. 

Mr. Rapsaut. Who owns the existing facilities? 

Mr. Leavy. Generally they are owned by private companies. The 
facilities that are involved in these areas we are discussing are owned 
by private companies—in the Philpott area, by VEPCO, Carolina 
Power & Light, and Appalachian; and in the southern area, Georgia 
Power Co. facilities are primarily involved. 

Mr. Rasavut. The existing facilities are owned by private com- 
panies; is that right? 

Mr. Leavy. Yes. 
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Mr. Rasavut. Now if you had the facilities would you have more 
power and would you be able to provide better service to your pref- 
erence customers? To get those facilities, of course, it would be 
necessary to ask for an appropriation. 

Mr. Leavy. I think there are two parts to the answer to your 
question. In the first place, if we had the facilities or could use the 
existing facilities to integrate the projects physically there should be 
more power available to the preferred agencies; but it could be accom- 
plished either by new facilities or existing facilities. It is our belief 
that if we can secure a transmission arrangement to use existing 
facilities at a reasonable price it will be more economical than to 
construct facilities, and therefore of greater benefit, rate-wise, to the 
preferred customers. 

Mr. Rasavut. Has any attempt been made to do that? 

Mr. Leavy. Yes, sir; we have discussed in general with the Georgia 
Power Co., the question of transmitting power for the purpose of 
integration between the Clark Hill and Jim Woodruff projects. These 
discussions were deferred primarily because they were displaced by 
the more pressing problem of distribution of Clark Hill power. 

Mr. Rasavt. In discussing this, is it the normal rate they wish to 
charge, or an abnormal rate? 

Mr. Leavy. We have not gotten to the point of any rate. 

Mr. Ranaut. Have you talked rates at all? 

Mr. Leavy. No; we have talked about the physical aspects of 
whether it could be done. 

Mr. Rasaut. What is the normal rate for wheeling? 


WHEELING FEES 


Mr. Leavy. The rate for wheeling that we have been paying is | mill 
for the area that is within 100 miles of the particular project; 1.5 mills 
in the are& from 100 to 150 miles from the project and, in the case of 
Georgia, 2.5 mills for the area beyond 150 miles. The rate for wheeling 
for integration purposes might be somewhat higher, since it may in- 
volve commitment of transmission capacity over a period of time on 
the part of the owner of the facilities. 

Mr. Rasavut. Some rates appear to be higher than others. Is not 
Georgia high? 

Mr. Leavy. The Georgia rate is the same as in Virginia and 
Carolina, except it covers a greater area. It goes beyond 150 miles, 
which is not the case with Virginia and Carolina. 

Mr. Razavut. Then the Virginia and Carolina rates are high, are 
they? 

Mr. Leavy. No. They are all the same rates so far as the areas 
covered are concerned; but in Virginia and Carolina there are only 2 
zones—the 100-mile zone and the 150-mile zone. In Georgia there 
are those 2 zones, plus a third zone beyond 150 miles, which makes the 
average rate at the outset somewhat higher. However, in Georgia 
we do antic ipate that the average wheeling rate will be materially 
decreased as other projects in that State come into operation. 


REVENUES 


Mr. Rapavut. Last year it was estimated that the revenues would 
be $1,200,000 higher in 1955 and $2 million higher in 1956 than the 
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table of revenue on page 7 of the justifications shows. What accounts 
for last year’s estimates being too high? 

Mr. Leavy. You are referring now to last year’s estimates for this 
current year. 

Mr. Rasaut. For this year. 

Mr. Leavy. There are two reasons. Primarily the reason is that 
all of the estimates are based on the assumption that average water 
conditions will prevail during the year. As a matter of fact however, 
at the Clark Hill project we have been going through the most critical 
water period of record. The water has been very low and that has 
reduced the revenues. Also, we have had low water at the Kerr and 
Philpott projects and, until very recently, on the Cumberland projects. 
The bulk of the decrease in the estimate results from that fact. 

One other thing that makes some difference is that in making the 
estimate we had to make some assumptions as to when contracts 
would be entered into, and those have varied slightly. 

Basically, however, it is the low-water conditions that are respon- 
sible. 

SYSTEM STATISTICS 


Mr. Taser. On page 224 of last year’s hearings there was a table 
inserted in the record showing system statistics 1 would like to have 
that table brought up to date and put in the record. 

Mr. Leavy. I can do that. 

Mr. Rasaut. Without objection, that will be done. 

(The information follows:) 
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Mr. Taser. I expect by this time you might be able to give us the 
actual figures for 1955 rather than estimated? 

Mr. Leavy. The estimate will be based on actual figures through 
March of 1955. 

Mr. Taser. Through March of 1955? 

Mr. Leavy. 1956. We can give you the actual figures for fiseal 
1955 and the estimate for fiscal 1956 will reflect actual figures through 
March of the fiscal year. 

Mr. Taser. To what extent would that change the figure, if any? 
Would that change the figures that appear on page SEPA-7? 

Mr. Leavy. It will change the figures downward on all of the proj- 
ects other than the Cumberland projects. As I indicated this morning, 
the estimate that appears in the justification is based on the assump- 
tion of average water conditions and at all of the projects, other than 
the Cumberland projects, water conditions have been below normal. 

Mr. Taser. Is that under Dale Hollow? 

Mr. Leavy. Yes; that estimate will remain the same. 

Mr. Taser. But the others will go down? 

Mr. Leavy. Yes, sir; in varying amounts. They will all go down. 

Mr. Taser. Would you be able to tell us what they would be at this 
time? 

Mr. Leavy. The Allatoona estimate, which was originally $1,000,215 
will—— 

Mr. Taper. It was originally $1,000,215? 

Mr. Leavy. Yes, sir. It will be approximately $840,500. 

Mr. Taser. What about the Clark Hill? 

Mr. Leavy. The Clark Hill estimate, which was $3,117,920, will be 
approximately $2 million. That figure is approximate because it has 
to make an assumption as to when any arrangement with Georgia 
Power Co. would go into effect and any change in that assumption 
will change the estimate of revenues. Additionally, at this project 
we have experienced the lowest water conditions of record during 
the past 2 years. 

For the Philpott project, the estimate was $219,200, and that will 
be changed to $208,500. 

For the Kerr project, the estimate was $3,979,278 and that will be 
changed to $3,645,600. 

Mr. Taser. That would be your current estimate? 

Mr. Leavy. That would be our current estimate. That is based 
on actual revenues through March and estimated revenues for the 
balance of the year based on actual water conditions for April and 
estimated average conditions for May and June. 

Mr. Taser. The Philpott, is that so much of a power project? 

Mr. Leavy. It is a very small project, with 14,000 kilowatts of 
installed capacity. 

Mr. Taser. Is it mostly flood control? 

Mr. Leavy. It is flood control and power; yes, sir. 

Mr. Taser. Its power production is not so very high even for the 
generating capacity. 

Mr. Leavy. It is a small plant and there has been low water there 
as well, so power production has been at a minimum. 

Mr. Taser. Are there any other projects that have come in since 
last year’s hearings? 

Mr. Leavy. None have come in since that time. 
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Mr. Taber. The revenue estimates will be just about the same, 
not very far different for 1956 than for 1955; is that right; the overall? 

Mr. Leavy. They will not differ materially. 

Mr. Taser. They will be a little higher overall, but not very much? 

Mr. Leavy. Not materially. 


GEORGIA CONTRACT 


Mr. Taser. These projects in Georgia, the distances are pretty 
creat for handling power. It will be almost necessary to distribute 
that power in the locality, will it not? 

Mr. Leavy. The projects that are in or adjacent to Georgia will 
probably be distributed over a wide area through the facilities of the 
Georgia Power Co. In the case of Clark Hill, for example, the pro- 
posed arrangement would provide service over the entire service area 
of the Georgia Power Co. 

Mr. Taser. Is that what your contract calls for? 

Mr. Leavy. That is right, sir. 

Mr. Taser. In other words, you turn over to them a certain amount 
of electricity, they turn it back to designated customers of yours at 
other points? 

Mr. Leavy. They would take the Georgia share of the project 
physically into their system and a portion of that output would be 
wheeled for the Government and the Government would sell it directly 
to the preferred customers. There is also a portion sold directly to 
the company. Physically, it all goes into their system. They actually 
purchase only a portion of it. They do not purchase the portion 
which ultimately goes to the preferred customers. 

Mr. Taser. You got a pretty favorable contract out of them, did 
you not? 

Mr. Leavy. I think it is a fair contract to all parties concerned. 
[ doubt that any party is wholly satisfied. Everyone has had to 
vive a little, but it is a fair contract. 

Mr. Taper. I do not think anybody is making any money. 

Mr. Leavy. I think it is a fair contract for all parties. 

Mr. Taser. Now, do I understand that page 7 of the justification 
is in the record? 

Mr. Leavy. I believe page 7 is in the record; yes, sir. 

Mr. Taper. And is page 5? 

Mr. Leavy. It is my recollection this morning that pages 5 through 
15 were put in the record and my statement, which is in the record, 
also has the attachment concerning revenues. 


POWER CAPACITY OF CLARK HILL DAM 


Mr. Taser. How much of a load do you figure Clark Hill will be 
able to operate with on an average? 

Mr. Leavy. The dependable capacity at Clark Hill is 240,000 
kilowatts. 

Mr. Taser. Two hundred and forty thousand? 

Mr. Leavy. Yes, sir. 

Mr. Taser. And the dependable capacity is that much? 

Mr. Leavy. That is the capacity that is estimated to always be 
available. 
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Mr. Taser. Now, last year the installed capacity was given as 
280,000 and the peak generation was given as 115,000? 

Mr. Leavy. That is correct. 

Mr. Taser. Now, is there anything different about it at this time? 

Mr. Leavy. During the period that the peak capacity generated 
was 115,000, that was the capacity which was needed to generate the 
energy being sold from the project. If our arrangement that is pro- 
posed in Georgia goes into effect, that figure will be materially in- 
creased, since, under the Georgia contract, we would be required to 
generate 120,000 kilowatts solely for that purpose. 

Mr. Taser. Would there be other capacity besides that? 

Mr. Leavy. Yes, sir; there would be capacity used to generate the 
power which is being sold in South Carolina. 

Mr. Taper. But the peak generation, so far, has been 115,000? 

Mr. Leavy. Let me see if there was a higher figure during this past 
vear. That probably is the peak generation to date. 

Mr. Taser. What about the Kerr project? 

Mr. Leavy. Peak generation during fiscal 1955 was 229,300. It 
has been up to about 240,000 this year. 

Mr. Taper. It has been up to 240,000? 

Mr. Leavy. Yes, sir. 

Mr. Taser. How much of the time has it been up there? 

Mr. Leavy. Two hundred and forty thousand was generated for a 
period of about 1 week during high water. The generation is nor- 
mally about 200,000 kilowatts. 

Mr. Taber. Would that same thing apply to the Clark Hill project? 

Mr. Leavy. I would doubt under the marketing arrangements in 
view that the Clark Hill project would be operated at quite as high a 
percentage of its installed capacity on an average basis. 

Mr. Taser. 115,000 would be somewhere near 

Mr. Leavy. It would be higher than that, sir. I would guess that 
it would be 175,000 to 200,000, or rather 200,000 to 220,000. 





POWER CAPACITY OF ALLATOONA PROJECT 


Mr. Taser. What about the Allatoona project? 
Mr. Leavy. That was 87,300 during fiscal 1954. During fiscal 
1955 the peak was 79,000. I would judge about 80,000 would be 

probably a normal figure for that plant. 

Mr. Taser. That has an installed capacity of how much? 

Mr. Leavy. 74,000. 

Mr. Taser. You would be pretty well up when you got that far. 

Mr. Leavy. As I understand it, there is some overload capacity 
above rated capacity. 

Mr. Taser. Yes; that is correct. These plants on the Cumberland 
all come nearer to their peak load capacity; is that right? 

Mr. Leavy. I would say so when the w ‘ater is available they are 
operated at their peak capacity. 

Mr. Taser. That is all I have. 


POWER CAPACITY AT CLARK HILL DAM 


Mr. Puiuurps. | am not sure Mr. Taber covered this. 

Under the drought conditions of last year what energy was avail- 
able in the months of the lowest and most adverse conditions per 
kilowatt of dependable capacity? Do you know? 
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Mr. Leavy. Your question is addressed to Clark Hill solely? 

Mr. Puruurps. Yes. 

Mr. Leavy. Let me ask Mr. Wigglesworth to answer the question 
for you, sir. 

Mr. WiaGLeswortu. At the Kerr project and the Philpott project 
we had our normal minimum energy, which is about 100 kilowatt-hour 
per kilowatt of dependable capacity, per month. At Clark Hill, in 
view of the fact that we had not sold all the capacity of the project, the 
amount of energy that we took out in the lowest month was based 
upon the stream flow requirements. 

Mr. Puruuips. Obviously what I am getting at is: Did you actually 
have, or can you count on having, on the basis of this past experience, 
enough capacity or enough energy to supply the present contracts? 

Mr. WiGGLeswortnH. Yes; we can. 

Mr. Puuuips. Did you? 

Mr. WiacLteswortH. We did not actually generate that much in 
the last year. 

Mr. Puruures. Could you have? 

Mr. WiaGLeswortH. We could not have in 1955 because in 1954 
we generated more energy than was necessary. Based on the dry 
period at Clark Hill we will revise the amount of energy that goes 
with the capacity and in any future operation the energy with each 
kilowatt will be less and therefore we will be able to supply the energy 
that goes with the kilowatts. 

Mr. Puiuuips. I will have to read that in the transcript. 

You did not have enough energy last year and if we have another 
dry year you will not—— 

Mr. WiaeGLteswortu. That was because we had taken more than 
we should have in 1954. 

Mr. Puixurps. I do not yet have that connected with the second 
statement. You took out more than you needed in 1954 but did not 
have enough in 1955. How do you deduce from that you will have 
enough at a future time? 

Mr. WiacLeswortu. We have had a 2-year dry period and went 
into the dry period in 1954 not realizing what we were getting into. 

Mr. Taser. What do you mean by that? You mean you drew the 
dam down? 

Mr. WiGGLESwortTH. Yes, we drew more out of the reservoir in 
1954 than we would have had we known what sort of a dry period we 
were having. 

Mr. Taser. Did you draw down more than you normally would? 

Mr. WicGLeswortu. Yes. 

Mr. Puiuurps. What sort of crystal ball did you buy that will tell 
you when not to draw down sometime in the future? 

Mr. WicGieswortu. We always operate on the basis of the dryest 
period we have in the record, which up until 1954 with respect to 
Clark Hill was 1925. But the drought that we bad in 1954 and 1955 
was much worse than we had had in 1925 so that now we have a new 
dry period of record. 

Mr. Patties. Now you revise your methods and take 1955 for 
your base? 

Mr. WiccLesworts. That is right. 
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POWER RATES TO TVA 


Mr. Puiturps. I want to ask another question about the rates 
that you charge TVA. You sell power from Dale Hollow and Wolf 
Creek. I recall in one of the special supplementals or the regular last 
year, the question was raised as to whether you were charging TVA 
a rate that actually covered cost of power created. If I remember 
correctly, the engineers contended that you were not charging enough 
if you had a proper allocation of costs to power and it was left—I am 
still struggling with my memory—it was left that you were going to 
investigate it. 

I ask the double-barreled question: Did you investigate it and 
what results did you come up with? Second, did you increase your 
rates to TVA? 

Mr. Leavy. We have increased the rate to TVA. It has not, 
however, been on the basis of a cost allocation method different 
from that originally in the contract. 

Mr. Puitiips. How much did you increase it? 

Mr. Leavy. $450,000 a year on an average basis, from $3,500,000 
to $3,950,000. 

Mr. Puiturps. Upon what basis did you increase it, if not on the 
basis of proper allocation? 

Mr. Leavy. It was increased on the basis of some greater capital 
costs than were considered in the original contract and increased 
operation and maintenance costs. 

Mr. Puiturps. It sounds as if that were saying the same thing the 
engineers said, but in different language. 

Mr. Leavy. No, sir; I think the engineers would apply a different 
method of cost allocation, which would increase the amount of the 
capital cost allocated to power. 

Mr. Putuuips. If you wanted to take a source of information, as an 
accountant, would you take the engineer that built it or would you 
take somebody else? 

Mr. Leavy. The situation was that we had an existing contract 
with TVA and there had been serious question as to the latitude that 
might be allowed in departing from the premises of the original method 
of allocation. 

In addition, the legislative history, in our view, has indicated that 
the original allocation had some foundation. 

Mr. Puiuurps. That is your argument and the corps does not quite 
agree with you? Is your problem that you have already committed 
yourself by a contract to TVA and cannot change it? 

Mr. Leavy. There is a commitment to TVA. In addition, we feel 
that the legislative history on those projects justifies the course of 
action that was taken. It is true that the corps does not agree with 
that. A submission has been made to the Federal Power Commis- 
sion on the basis of the original method of allocation. 

Mr. Taser. I wonder if you could give me the operating expense 
of these different projects for each of them? 

Mr. Leavy. Yes, sir. That will be in the tabulation I will furnish, 
but I can give it to you. 

Mr. Taser. If you will do that, all right. That will be in there. 

Mr. Puruures. Where is that? Something you put in the testi- 
mony today? 
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Mr. Leavy. Mr. Taber asked me to put in the same tabulation we 
put in last year and it will include that item. 
Mr. Taper. That is all right, if it is in there. That is all. 


GEORGIA POWER COMPANY CONTRACT 


Mr. Puiuurps. I have another question to ask of Mr. Aandahl, if 
he is coming back. 

You remember, Mr. Chairman, I have not been here for several 
weeks and if I ask anything that has been completely covered, you 
tell me. 

[ have a statement by Mr. Harrison in which he seems to think 
that the division of power or payment in the case of Clark Hill is not 
adequate and that in his words ‘somebody is getting the whole 
cheese and somebody else is getting the hole.”’ 

That did not correspond to the testimony which I think Mr. Le avy 
cave this morning. What I want to know is what is the status— 
| think you pretty well covered that—what is the status of negotiation 
on this Clark Hill power for Georgia? Is it a fact that the coopera- 
tives are getting preferential rates, or is it a fact that they are getting 
the holes in the cheese as Mr. Harrison seems to think? 

Mr. Leavy. | think there has been considerable progress toward a 
solution since the time Mr. Harrison appeared. As I said this 
morning, I think it is a fair arrangement. [| think the fact that the 
preferred agencies have indicated that they will accept it is the best 
evidence of the fairness to all concerned. 

Mr. Puiturpes. I gathered from what Mr. Harrison’s testimony 
seems to be from reading it hastily, he wants Congress to put up 
$150,000 for transmission lines or planning for the transmission lines. 
Is that being settled by this other contrac: ? 

Mr. Leavy. I would say if the contract is entered into it would 
not be necessary. 

Mr. Puiuiips. That is what I thought. 


ADMINISTRATION OF WATER AND POWER AGENCIES 


Mr. Aandahl, I had a rather personal question of you, if you will 
pardon me. You and I served together here on the Hill and | do not 
need to tell you or the other Members of Congress that you have the 
highest respect of the Congress. You were a good Congressman and 
a good governor. It seems to me, as one Member of Congress, that 
you were under partisan and considerably unwarranted attacks on the 
basis of the development and handling of the natural resources end 
of ae job. 

s I say, we respect you for your integrity and your honesty and 
Po attacks on you and other officials of the Department will prob- 
ably boomerang on the people who make them, but do you care to 
sav anything on the subject of how you have been carrying out laws in 
your Department with special reference to public works projects? 
If not, that is up to you. We do not like to have you attacked 
unjustly, 

Mr. Aanpaut. I think probably I should say my immediate re- 
sponsibility is with the water and power agencies and I would like to 
direct my comments to what we have been doing in those agencies. 
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To the best of my knowledge we have been administering the 
Department of Interior with respect to the water and power agencies 
within the letter and spirit of the law, and I think contracts that we 
have negotiated are commendable contracts and accomplish the basic 
purpose that we should have in mind as we proceed. 

Mr. Purturps. My other questions have to do with Southwest 
Power, Mr. Chairman. 


Monpay, Aprin 30, 1956. 


SOUTHWESTERN POWER ADMINISTRATION 


WITNESSES 


DOUGLAS G. WRIGHT, ADMINISTRATOR 
FRED G. AANDAHL, ASSISTANT SECRETARY OF THE INTERIOR 


OPERATION AND MAINTENANCE 


Program and financing 

















| 
1955 actual | 1956 estimate | 1957 estimate 
Program by activities: 
1. System operation and maintenance_............--.----- $502, 763 $685, 000 $435, 000 
Be rr rN FE io hoc cock oo cece cs cel et 55, 942 80, 000 80, 000 
ES EE A RR ee 276, 550 485, 000 485, 000 
I INUNINO 65: 2S cababcocseucmesuoesseeda« 835, 255 1, 250, 000 1, 000, 000 
Financing: 
Comparative transfer to other accounts. --_.-._.....---..--- A Pe 1eSecidiacnds.- S cetiat Wipeelilibnes 
Unobligated balance transferred from ‘‘Construction, 
Southwestern Power Administration”’ (68 Stat. 362) ___- OUR iiss sche daaalcnduscekubess 
Unobligated balance no longer available_____-- ikea Sk oe ae Doors Le 2 ee eS) eee 
eee (ORIN) «5. on Sk 2 ences 1, 808, 848 1, 250, 000 1, 000, 000 


Obligations by objects 




















Object classification 1955 actual | 1956 estimate | 1957 estimate 
—$ ——__— —_— ee ee —— I" — — —— 
Total number of permanent positions ; | 148 | 144 144 
Full-time equivalent of all other positions_. 6 8 8 
Average number of all employees ar | 130 147 146 
Number of employees at end of year __- | 106 151 150 
Average salaries and grades: 
General schedule grades: 
Average salary an $5, 472 $5, 597 $5, 668 
Average grade - . - Bs ea GS-7.7 GS-7.7 GS-7.6 
Ungraded positions: Average salary -| $4, 089 $4, 45 $4, 432 
|— —— —-— qemmenes on -_ 
01 Personal services: 
Permanent positions- : $630, 307 $733, 755 $732, 815 
Positions other than permanent 13, 433 | 20, 000 20, 000 
Regular pay above 52-week base 1,915 i | ee 
Payment above basic rates | 26, 432 | 25, 750 30, 185 
Other payments for personal services_.- | 262 |------ a 
be eer ibe aot west 
Total personal services 672, 349 782, 500 | 783, 000 
02 Travel | 63, 188 95, 000 95, 000 
03 Transportation of things 2, 261 5, 000 3, 000 
04 Communication services 24, 111 | 28, 000 29, 000 
05 Rents and utility services 18, 031 | 18, 000 18, 000 
06 Printing and reproduction_-_-- 1, 747 | 2, 000 2, 000 
07 Other contractual services 18, 501 270, 000 25, 000 
08 Supplies and materials 33, 033 34, 000 32, 000 
09 Equipment j 531 | 14, 000 11, 500 
13 Refunds, awards, and indemnities nee : : 
15 ‘Taxes and assessments-___ 1, 493 1, 500 1, 500 
Total obligations____- - 835, 255 1, 250, 000 1, 000, 000 
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Budget eutnorsnaiiann, expenditures and balances 
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1955 actual 1956 estimate | 1957 estimate 













































































; a a ei Gee eae a, MND Seite > crates 
4 BUDGET AUTHORIZATIONS AVAILABLE | 
4 Re etn bo cgiete seiede sand ca aankneentles ss $2,165,000 | $1, 250,000 | $1, 000, 000 
; Transferred to— | { | 
j ‘Salaries and expenses, Office of the Solicitor, Interior”’ 
; jk en rete IED ten sccnescense Rico snninalnnapenie 
3 “Operation and maintenance, Bonneville Power Admin- | 
3 istration” (69 Stat. 240). .............-- | = 
“Surveys, investigations, ‘and reounegm, Geologic: al Sur- | | } 
vey” (69 Stat. 240)__.......__- ate ai da a Fe a ctienanenteal — 
I os peck cackbnsncedescnondacs 1, 808, 848 | 1, 250, 000 1, 000, 000 
Obligated balance brought forward___.._.........-.-- 79, 770 290, 643 | 250, 000 
Unobligated balance transferred from ‘‘Construction, South- 
western Power Administration” (68 Stat. 361)__._.._____-- we ne ee ae 
Increase in prior year obligations...................-.........- 450 inate saiaiees ee 
Total budget authorizations available__- i aoe ert 2, 664, 068 | 1, 540, 643 | 1,2 50, 000 
EXPENDITURES AND BALANCES 
Expenditures— | 
Out of current authorizations. ............-.- ee wee 2, 277, 325 | 1, 000, 000 900, 000 
Out of prior authorizations._.........-_- Satin awe 74, 974 290, 643 | 250, 000 
—Tr: ae ——— _— _— -_— — 
NI ods ccc cndcnnimibaieaneaamiencnnmenal 2, 352, 299 | 1, 290, 643 | 1, 150, 000 
Balance no longer available: | | 
Unobligated (expiring for obligation) .................-.--.. cf | eee a 
OM ie iia ERLISTE RR cat bea ee es a 
Obligated balance carried forward. ..............-.-...--- 290, 643 | 250, 000 100, 000 
Total expenditures and balances__................-...-- 2, 664, 068 | 1, 540, 643 1, 250, 000 
ia * 7 * ry * 
ConTINUING FuNpD 
AMOUNTS AVAILABLE FOR APPROPRIATION 
1955 actual | 1956 estimate | 1957 estimate 
Unappropriated balance brought forward --_............------- $1, 034, 623 $2, 296, 685 $646, 685 
Unobligated balance returned to unappropriated receipts Poe 74, 289 |... ass eiekale 
ide ewok dae sewadnecedblangusewndaicebeus duc ansendcue 3, 687, 773 9, 350, 000 12, 325, 000 
Total available for appropriation...................-...- _4 796, 685 11, 646, 685 | 12, 971, 685 
Covered into miscellaneous receipts_...........-.------- gi ell 2, 500, 000 | —5, 000,000 | —6, 000,000 
RD itn thchcs tear dnids nak othe ada dacininnin eS Rt re —6, 000,000 | —6, 400,000 
Unappropriated balance carried forward. --.........--- r 2, 296, 685 646, 685 571, 685 
PROGRAM AND FINANCING 
ee silicosis = aati eh oor 
1955 actual | 1956 estimate | 1957 estimate 
Program by activities: | 
1. Purchase of energy and wheeling charges --_- $1, 732,698 | $3,500,000 | $3, 696, 000 
2. Rentals for the use of transmission facilities- - ~~ -_- 2, 000, 000 | 2, 704, 000 
IS ods act bia didenamerede oc + adalat i 732, 698 | 5, 500, 000 | 6, 400, 000 
Financing: | 
Comparative transfer from other accounts_........-- asad) hy te Ge leccca ae ee 
Unobligated balance brought forward_____.....--- —300, 000 — 300, 000 | — 300, 000 
Unobligated balance no longer available (e xpiring for obli- | 
gation os ik pula batches calcite 500, 000 ‘ A is 
Unobligated balance carried forw: Ne er a Sec 300, 000 300, 000 | 300, 000 
Appropriation... ..._..-. i aati toa coleah ads is aidan bal gna eben cee ae 6, 000, 000 | 6, 400, 000 
Obligations by objects 
07 Other contractual services: 
Pee se oe Be ee eee eae a wae ; _. $1, 732, 698 
pee ad ena a eet Sich deal owacus Goa eee 
i ROOT cs os a . sg Sill eI a car ae 6, 400, 000 
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Budget authorizations, epee neny's and balances 


i 1955 actual 1956 estimate | 1957 estimate 


BUDGET AUTHORIZATIONS AVAILABLE F | | 
EO aac a cieie Gceneauteanenwweontaebantanccam | $6,000, 000 $6, 400, 000 
Balance brought forward: | | 

a Se ed $300, 000 | 300, 000 | 300, 000 
Obligated fs 5 ia ad dncinah epih inde aes esi 621, 306 493, 940 993, 940 
Total budget authorizations available__...........-.-_- | 921, 306 6, 793, 940 7, 693, 940 
EXPENDITURES AND BALANCES — 
Expenditures— | 
Out of current authorizations oo alc en ae ae Ce Snipe 4, 506, 060 | 5, 865, 000 
Out of prior authorizations beans ae ee 53, O77 493, 940 993, 940 
pi fe. Ri eae lye ee ee a eee 53, 077 5, 000, 000 6, 858, 940 
Balance no longer available | 
Unobligated (expiring for oe ition) ictal aie ed aie 5 500, 000 
Other oar adelante a a a Race 
Balance carried forward: | 
Unobligated : satan a ae eee 300, 000 300, 000 300, 000 
NI i ee cel Pinata oct oa tes 493, 940 993, 940 535, 000 
Total expenditures and balances Caen aiea eatin eine ea 921, 306 6, 793, 940 | 7, 693, 940 


Mr. Cannon. We have before us the Southwestern Power Adminis- 

tration. Mr. Aandahl, do you have a statement? 
Mr. AANDAHL. I would like to have the Administrator, Mr. Wright, 

present the testimony in support of the budget for that agency. 

Mr. Cannon. Mr. Wright, we are glad to have you with us again. 

Mr. Wricur. Thank you, Mr. Chairman. I have a very brief 
statement, which I would like to read. 

Mr. Cannon. You may proceed. You have no other information 
to convey to the committee than is given in this statement? 

Mr. Wricur. I have a great deal more, but I would prefer to shoot 
from the hip without writing it down. 

Mr. Cannon. Very well. 


GENERAL STATEMENT 


Mr. Wricut. Mr. Chairman and gentlemen of the committee, the 
budget estimate of the Southwestern Power Administration for its 
operation and maintenance program in the fiseal year 1957, is $1 
million. This request will enable the Administration to operate and 
maintain its transmission system, carry on power-marketing negotia- 
tions, provide customer services, and administer contracts between 
the Administration and certain generation and transmission coopera- 
tives. The program will be performed under the following activities 
and amounts: “System operation and maintenance,” $435,000; 
‘Power contracts and rates,’ $80,000; and ‘“‘“General administration,” 
$485,000. 

Under the continuing fund an estimate of $6,400,000 for the fiscal 
vear 1957 is requested for the purchase of power, service or wheeling 
charges, and rental of transmission facilities under contractual agree- 
ments with private utilities and generation and transmission coopera- 
tives. 

With the committee’s permission I would like to discuss some of the 
details of the program and also submit supporting data concerning 
certain phases of the program. 
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Now, Mr. Chairman, if I may, I would like to present to the clerk 
copies of a number of exhibits which I will ask be inserted in the record. 
But I would like to discuss each one of them briefly before they are 
inserted in the record so that, if there is objection to their insertion, 
it can be raised by the members. 


SUMMARY JUSTIFICATION DATA 


Mr. CANNON. We will include in the record pages 4 through 9 as 
submitted under “Operation and maintenance”; also, on the continu- 
ing fund, pages 13 through 18. 

(The matter referred to follows: ) 


JUSTIFICATION 
OPERATION AND MAINTENANCE 


System operation and maintenance, $435,000 


In order to accomplish its function of marketing surplus power from Federal 
hydroelectric generating plants in the southwestern power area the Administra- 
tion has constructed 1,004 miles of high-voltage transmission lines, with appurte- 
nant facilities, to power-load centers and to points of interconnection with other 
utility systems. Power will be marketed from 8 Federal hydroelectric generating 
plants, and 3 steam generating plants owned and operated by generation and 
transmission cooperatives in the fiscal year 1957. 

Five of the hydroelectric plants are directly interconnected by the transmission 
grid system of the Administration. Through interconnections with the systems 
of the generation and transmission cooperatives and the private utility systems, 
the power generated at these plants and the three steam generation plants owned 
by the cooperatives, is integrated with power generation from steam plants of the 
private utilities. This obtains the maximum benefit from integration of hydro- 
electric and steam generated power. 

The power produced from the three other Federal hydroelectric plants which 
are now in operation, and which are isolated from the main grid system of the 
Administration is marketed through contractual arrangements with private 
utility systems and generation and transmission cooperatives. This power is 
transported over the transmission facilities of these entities, for their own use as 
customers of the Administration, and for service to other customers of the Ad- 
ministration. 

The complex problems encountered in the operation of these vast interconnected 
systems make it necessary to maintain a staff of highly trained technical personnel, 
and to operate and maintain the transmission system of the Administration with 
the maximum of efficiency to assure dependable service throughout the south- 
western power area. 

In order to furnish and assure reliable service over its system, the Adminis- 
tration employs three line maintenance crews which are stationed at Ada and 
Muskogee, Okla. and Doniphan, Mo. These crews patrol and maintain the 
following miles of line: 


Miles 
Ada, Okla., crew. _ _ - , eg 5S. Os nee sae eS oie 318. 7 
Muskogee, Okla., crew_..---------- ae oc SR lI Noe eae 
Doniphan, Mo., crew -~----- JSS 


Two substation maintenance crews are located at Springfield, Mo, and Musk- 
ogee, Okla. These crews maintain the substations, meter and relays, and com- 
munication equipment located over the entire transmission system of the Admin- 
istration, and also maintain metering, communication, and protective equipment 
owned by the Administration, but located at 8 federally-owned hydroelectric 
plants, and at 15 substations owned by interconnecting utility systems. 

Load dispatchers are located at Springfield, Mo., substation, and are responsible 
for scheduling and dispatching power to meet load demands while coordinating to 
the best advantage the loading of the various hydroelectric plants operated by the 
Corps of Engineers, together with steam generating plants owned and operated 
by the G. and T. cooperatives. In order to perform this function properly, it is 
necessary to maintain a 24 hour a day, 7 days a week schedule. A substation 
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operator is stationed at the Gore, Okla., substation in order to switch power during 
peak-load hours. 

In addition to the maintenance and operation of transmission facilities it is 
necessary to maintain a continuous program of clearing rights-of-way on trans- 
mission lines. This preventive maintenance is performed in order to avoid 
outages that interrupt the power service, resulting from brush fires and tree growth 
on the rights-of-way. 

Funds are also included under this activity for the engineering and supervisory 
staff, which furnishes the executive and staff direction of engineering planning, 
and technical supervisory functions in connection with the operation and mainte- 
nance of the transmission system, and the coordination and integration with 
other utility systems. In addition, this staff participates in the study of power 
resources and requirements in order to assure dependable electric service to 
customers and interconnecting systems. 

Also, this staff in accordance with existing regulations makes studies of the 
revenue potential from multiple-purpose projects to be constructed by the Corps 
of Engineers, in order to determine the feasibility of installing power facilities in 
such proposed projects. When these projects have reached the preliminary plan- 
ning stage this staff participates with the Corps of Engineers in making studies 
of the design of the power-transmission installations, such as circuit breakers, 
transformers, telemetering, relays, supervisory equipment and associated equip- 
ment for dispatching and control of the power produced from such projects. 

The following tabulation indicates the estimated obligations for 1957 by organ- 
izational units under this activity. 


Organizational unit Number Amount 


rr i - | 





Division of Operations and Engineering: 





TRS cee ea kt keh ghnalcg Dabur e inane baienains oun eee 3 $24, 180 
Branch of Engineering and Planning. ---....................-----.------ 8 56, 055 
Branch of Maintenance____--_- sain aciisin ions pelaiciaciansi ac eeadaaoiae aa rw ene dA 37 169, 639 
Branch of System Operations._...............------- ea eae ecass 8 43, 761 
I ee alas omen caaelee citer pcre 56 293, 635 
ce Oa oe ; 2 12, 080 
RNIN gids nied ee ho ie te cease Me ada lee 54 281, 555 
I eae whines ae oa daxis tilapia cea 20, 000 
nn I 8 onanepacwannoteustassasea rine aceleeaeomeecb nee 18, 445 
III IND Sie J nh oes cio ae aces ee aessene eeeeka 320, 000 
RS Bee a as nc ins aac ena We bhnse a peaks ea kenhiemeuks cs cek~be 56, 000 
SE MEN od eet cece ns Sibwkcemucocnedeuaannn kes Sleek teas Bk aaa tiene cet ee 59, 000 
Total, system operation and maintenance. ---...........-..-...-.-----]-------------- 435, 000 


{ | 


Power contracts and rates, $80,000 

This estimate covers funds for personal services and travel of the Division of 
Rates and Customer Service. The staff of this Division carries out all marketing 
agreements with preferred customers and private utilities for the purchase, sale 
and interchange of electric power and energy. 

In order to perform the function outlined above, it is necessary for this staff to 
conduct negotiations and develop contracts for the sale, exchange, transfer and 
purchase of power and energy, and for the lease of power system facilities, together 
with arrangements for the wheeling of Government power over the various trans- 
mission systems. To make continual analyses of power rates to insure that 
sufficient revenue is derived from the sale of power and energy for the amortization 
of the Government’s investment in both production and transmission facilities. 
To calculate rates and prepare payout studies for submission to the Federal Power 
Commission for approval. To perform customer services under all contractual 
agreements. Conduct studies of the market for power to be produced from future 
projects, and the revenues that would be derived from the sale of such power. 

The following tabulation indicates the number of positions and the estimated 
personal services and travel costs of this Division that are considered necessary 
to carry out this activity for the fiscal year 1957. 


ATs Abe at icc Sg i tN ic aes 


be er ae Rag lly ROIS A aT a at Se areca. a Ns ear 2 EA Ce 


set tN 


j 
| 





Div 
Div 
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rra 
Oth 


for 


Offi 


Div 


Div 








Organization unit Number Amount 

vision of Rates and Customer Service 12 $72, 070 
educt lapses 3 1, 550 
Net permanent 11.7 70. 520 
yment above basic rates 480 
[otal personal services ; : 71, 000 
rravel ; aan : 9, 000 
Total, power contracts and rates ‘ : 80, 000 


General administration, $485,000 

The estimate for this activity includes the cost of personal services, travel and 
ther general administrative expenses chargeable to electric operations of the 
(Administration, but not directly chargeable to a particular electric function, such 
as production, transmission, sales and customer services, ete. These costs cover 
the executive direction and service functions necessary to accomplish the overall 
program of the Administration. 

Additional costs not pertaining to the direct electric operations of the Adminis- 
tration are included under this activity because of action by the Congress in 
providing funds for fiscal year 1956 for the reactivating of contracts with certain 
veneration and transmission cooperatives which placed an additional administra- 
tive burden on the Administration. These costs include additional administra- 
tive and technical personnel, together with related costs, that will be necessary to 
properly administer the contracts between this Administration, and the genera- 
tion and transmission cooperatives. A breakdown of these costs for the fiscal 
year 1957 is as follows: 


| Number of 





Organizational unit positions Amount 

baa 5 ee ae ee ce ee Seabee bea = 
Division of Administrative Services : 22 $102, 795 
ivision of Operations and Engineering - -- a 24 111, 995 

1 Personal services... Wales , ; 46 214, 790 
Travel ; s od ‘: ae ahd 9, 000 
Other objects —— 30, 000 
Total Salas ah Si ae a oa 46 253, 790 


The tabulation on the following page indicates the total estimated obligations 
for 1957 by organizational units under this activity. 


Organization unit Number Amount 


Office of the Administrator: 
Immediate office ea ion d : 5 6 $48, 425 


Division of Administrative Services 


een Gee IP i ka cee eae Cael “ 4 31,105 
Branch of budget and finance eo. es aa 2s a Eee ‘ 20 108, 470 
Branch of office services. ...........---- eR RR ge Pig ee aad 22 104, 145 

Total, Division of Administrative Services : = 4H 243, 720 


Division of Operations and Engineering: 
Branch of engineering and planning : , “ 9 40, 065 
Branch of maintenance__. a 14 65, 540 
tions Fah Ae Pe pe - l 6, 390 





Branch of opera 





Total, Division of Operations and Engineering . oa 24 111, 995 

al permanent feaidhe - = hike is h 76.0 404, 140 
educt lapses... ceag a as inna 4.4 23, 400 
t permanent aes ee -- - - 71.6 380, 740 
ment above basic rates ae ss s s 11, 260 

l otal pers a] services..___.___. 72, 000 

é 0. OOO 

r s 64. 000 
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JUSTIFICATION 
CONTINUING FUND 


Power purchases, service charges, and rental of facilities, $6,400,000 

Obligations to be incurred during the fiscal year 1957, under the continuing 
fund are based upon contractual arrangements for the purchase and sale of power 
including service charges for transport of power with private utilities in the area, 
and for the purchase of power and lease of transmission capacity from power 
cooperatives in the area. Estimated fund requirements by activity are listed 








below: 

Purchase of Rental of 

— transmission Total 

charges facilities 

1. Oklahoma utility companies_._.....-.-22-------. ye eA Cie O08 scr. ; $193, 000 
2. Central Electric Power Cooperative__.........-- piiech et can 737, 000 | $648, 000 1, 385, 000 
3. N. W. Electric Power Cooporative.......................-<| 1, 800, 000 | 393, 000 2, 193, 000 
4. Western Farmers Electric Cooperative_...............----- | 966, 000 756, 000 1, 722, 000 
Roles Power Woes occ ee ype ee aoee | 351, 000 | 351, 000 
Dee SURebrae TS OMTINTO cas 2 os sss eh his anc] anoint ee 556, 000 | 556, 000 


Total 3, 696, 000 2,704,000 | 6, 400, 000 


The estimated fund requirements by private utilities and cooperatives have 
been calculated in accordance with provisions within each individual contract and 
presented herewith. 

1. Payment to Oklahoma utility companies: 
A. Charges from companies: 
Purchase of power: 16,344,400 kilowatt-hours x $.004 
Service charge: 163,464,400 kilowatt-hours x $.00125__ 


$65, 378 
204, 330 


Total charges_________- a eat Se ara a Oe 269, 708 
B. Sales to companies: 5,573 x $1.15 x 12__............---- —76, 907 
C. Amount Gus Companies... o.oo .c ncn cu ce wce denn 192, 801 


2. Payment to Central Electric Power Cooperative: 
A. Charges from cooperative: 
Rental payments: 
Transmission investment ($9,546,000) : 
$9,546,000 
eR oka dare o eas 


~~ 1,000 458, 208 





Retimated overhead... osu cece eee. tec ew ce 29, 592 
Estimated maintenance and operation__._.._--- 126, 635 
Estimated replacements___...........-.-.-.-.. 34, 000 
ins beck Cutkmale ida war icuncinauimmeilidime 648, 000 
B. Purchase of power: 115,000,000 kilowatt-hour x 
NE EDEL ARTO DENI NETS 736, 575 
oe inti ais onda mitaiksa dite iin dia Tacha dean dan 1, 384, 575 
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3. Payment to N. W. Electric Power Cooperative: 
A. Charges from cooperative: 
Rental payments: 
Transmission investment ($6,210,000) ; 
$6,210,000 


ROI ai 5: occa inti tectineia al aeliiuenm $298, 080 
1,000 7 

PEGIRTARUOCE GOT NOUN in ois ance ese env meee 22, 920 
Estimated maintenance and operation....._.--- 50, 256 
Estimated replacements........<.............- 22, 000 
Total__ a ih a a oe 393, 256 

B. Purchase of power: ~ 282,000,000 kilowatt- hours, $150,000 
I Iara a a a ee ie te ee 1, 800, 000 
C. Was ita whnkS icin dastlnndicicn atime ascmedaaaigtiien 2, 193, 256 


4. Payment to Western Farmers Electric Cooperative: 
A. Charges from cooperative: 
Rental payments: 
Transmission investment (11, 397, 000): 
$11,397,000 


i a ease eect Nekae <2 547, 056 
1,000 Pt es 
Estimated overhead_---- a a a re 20, 944 
Estimated maintenance and. ope iS. oo 146, 871 
Estimated replacements------ --- RN agers es 41, 000 
I ee en neared ea ed aaa 755, 871 
B. Purchase of power: 
225,000,000 kilowatt hours (steam) - 945, 000 
5,000,000 kilowatt hours (diesel) at $0.0042 pe r kilowatt 
meee - Sees des eas De Rt arate 21, 000 
966, 000 
C. Oo 2a EE end ne edsaaneweeuee Laan 871 
5. Sho-Me Power Corp.: 
A. Charges from corporation: 
tental payments: 
Transmission investment ($5,159,000): 
$5,159,000 
- Ee nn et ewe a Si eien 247, 632 
1,000 ~ 
Sana UN 5 cies snc tnd enn ts tere nde ncaa al 20, 370 
Estimated maintenance and operation. _-_---------- 63, 680 
Eatimated replacements..............-...-.--..--. 19, 000 
CU ee ee ees a weer ea cts oe ee eRe 350, 682 
6. KAMO Electric Cooperative: 
A. Charges from cooperative: 
tental payments: 
Transmission investment ($7,821,000): 
$7,821,000 
—- Pe ieee. Saw sl act nde 375, 40 
1,000 a on 
Estimated overhead--.....-.----- 24, 592 
Estimated maintenance and operation__._.----.---- 128, 387 
PpUIenved TODINOOINENtE. 8 oo cc ecencuceen 28, 000 
re ae Se ee dss cnntiy ae alanis aii 556, 387 
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Itemization of estimate, continuing fund, Southwestern Power Administration 





PROGRAM AND FINANCING 


Total obligations 


Balance no longer available: U noblig: ited (e xpiring for oblig: 1 


Se oiiccareircnsbe ; 
Appropriation -- 
OBLIGATIONS BY OBJECTS 


07 Other contractual services. --- 


OPERATION 


Mr. Cannon. 


Estimate, Estimate, 
| 1956 1957 
| | 
pee 
-| $5, 500,000 | $6, 400, 000 | 
+500, 000 
6, 000, 000 6, 400, 000 
5, 500,000 | 6, 400, 000 


AND MAINTENANCE 


or decrease 
(—) 


| Increase (+) 
| 
' 


+ $900, 000 


| —500, 000 





- ee, 000 


| 
+900, 000 


As we go along, as these exhibits become pertinent, 


we will take them up and decide later whether to include them in the 


record. 


(The following table was later approved for insertion :) 


DEPARTMENT OF THE 


INTERIOR SOUTHWESTERN POWER ADMINISTRATION 


Operation and maintenance appropriations, expenditures and unexpended balances, 
fiscal years 1944 rong 1956 


Fiseal year 


1944 through 1952___- 

1953_.- 

1954 wi 

1955 Appropriation___- essen 
Transfer of funds__- 


Total 


Appro- 
priation 


Expendi- 
tures 








| 
$3,541,712 | $: 


> 
1, 450, 000 | 1 112,813 
1, 600, 000 | 1, 247, 246 
$2, 165, 000 | 
3775, 000 | 2, 940, 000 | 2. 550, 788 
7, 667, 949 


-| 9,531,712 


757, 102 | 


Unexpended 
balance of 


} 

| $784, 610 
1 337, 187 
2 352, 754 


4 389, 212 


1, 863, 763 


Returned to Treasury. 

2 To be returned to Treasury June 30, 1956. 

3 $775,000 transfer of funds from ‘‘Construction, SPA’”’ (68 Stat. 361). 

4 Unexpended balance of $389,212 distributed as fo'lows: $61.500 transferred to Office of the Solicitor, In- 
terior (68 Stat. 361); $290,234 transferred to Geological Survev, Interior (69 Stat. 238); $4,418 transferred to 
Bonneville Power ‘Administration, Interior (69 Stat. 238); $33,060 balance to be transferred to Treasury 
June 30, 1957, after liquidation of outstanding liabilities ($356,152 transferred as of Dec. 31, 1955). 


Mr. Wricur. The first tabulation I shall hand you deals with what 
we have done with operation and maintenance money Congress has 
seen fit to give us in the past. I have a rather peculiar feeling we are 
faced with a certain stewardship and we ought to come back to this 
committee and tell you what we did with what you gave us last year 
and also, perhaps in the enthusiasm of youth which is fast waning, I 
have always entertained the idea that the committee might be glad 
if we brought back a tabulation showing we had saved a little money. 
I do not know, but I have been given, on several occasions, the thought 
that if you save money you may impress the committee with the fact 
it had given you too much last year. I do not believe that is so. I 
am going to continue to try to bring back a statement, if I can, to 
show that we operate as cheaply as we know how. 

The first tabulation shows the total appropriations for maintenance 
and operation made to the Southwestern Power Administration. 
This tabulation shows from 1944 through 1955, we have had a total 


of $9,531,712 appropriated to us and, of this amount, we have expended 


wie man Blagg mae ee 


ities Cal SM te » 


et 
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$7,667,949; we have saved $1,863,763, or about 20 percent of the 
appropriations to date. 

Mr. Cannon. And continuing your policy in that respect, you 
expect to make every effort to economize on the appropriation for 
which you are asking in this budget? 

Mr. Wricat. I do, sir. I offer this as evidence of my good faith. 

Mr. Cannon. But you will not economize at the expense of service? 


DISTRIBUTION OF SAVINGS 


Mr. Wricut. No, sir. Of that saving, $775,000 of construction 
funds was transferred to maintenance and operation appropriation 
to make these funds available. That is under footnote 3. 

Of the savings, under footnote 1, $784,610 and $337,187 have been 
returned to the Treasury of the United States; $352,754, under foot- 
note 2, will be returned to the Treasury of the United States on June 
30, 1956. 

Of the $389,212, distribution was made in accordance with footnote 
4—$61,500 transferred to the Office of the Solicitor, Interior; $290,234 
transferred to Geological Survey, Interior, and $4,418 transferred to 
Bonneville Power Administration, Interior, and $33,060 will be trans- 
ferred to the Treasury on June 30, 1957, after liquidatioa of outstand- 
ing liabilities. 

Mr. Cannon. Of the total of $389,212, who decided as to the allo- 
cation of those funds? 

Mr. Wricutr. The Secretary of the Interior authorized and directed 
this transfer. 

Mr. Cannon. Was it done after you had indicated the amount 
you would not require, or did you reduce your requirements to fit 
in with the suggestion of somebody else? 

Mr. Wricutr. The transfers were made during the year and I am 
sure the committee, knowing me, if I had thought we required it, 
there would have been an awful yell if somebody tried to take it 
away from me. 

Mr. Cannon. You were in complete accord with the distribution of 
each of those transfers? 

Mr. Wricuat. I was in accord with the fact we did not require them 
and, if the Secretary required them somewhere else, it was all right 
with me. 

Mr. Cannon. Did you save, or did the Department of the Interior 
save, anything out of it, or was it all expended? 

Mr. Wrieut. I have no idea as to that. 

Mr. Cannon. You made the saving and they distributed the money. 
Secretary Aandahl, was all of that money expended for the purpose 
indicated here? 

Mr. AANDAHL. I do not have a tabulation of that information; but 
[ would be of the opinion that when the transfer was made there was 
specific need for it at that time. And Mr. Larson just tells me that 
the most of it was absorbed in increases in pay. 

Mr. Cannon. You saved none of it as far as you are concerned; 
the entire amount was expended? 

Mr. AANDAHL. The amounts of the transfers were expended. 

Mr. Cannon. The entire amount was expended? 

Mr. AANDAHL. Yes, sir. 
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Mr. Cannon. Had Southwestern used all of their funds and had 
none unobligated, you would have gone without the services of this 
$389,212? 

Mr. AANDAHL. Less the $33,060 that still remained. It might have 
been possible to find some other source of transfer within the Depart- 
ment of the Interior if it had not been available in this fund. 

Mr. Wricurt. I am told by the budget officer that these transfers 
were absorbed by the pay raises authorized by Congress for the 
agencies. We were able to absorb our own and still save those funds. 

Mr. Cannon. The only purpose for which it was expended, then, 
was for the purpose of meeting the statutory pay raise? 

Mr. Wricurt. I understand that is correct. 


CONSTRUCTION APPROPRIATIONS 


The second tabulation I wish to hand you is a tabulation showing 
the total appropriations that have been made to the Southwestern 
Power Administration for construction and the utilization of those 
funds. From 1947 to 1953 there have been total appropriations for 
construction in the amount of $27,120,000. The operation and mainte- 
nance savings which were transferred and merged with construction 
appropriation amounted to $257,913, making a total available of 
$27,377,913. Of this amount, $2,477,743 was saved and $1,702,743 
was returned to the Treasury and $775,000 was transferred by the 
Appropriation Act for maintenance and operation purposes, as we 
indicated in the previous tabulation. 

Returned to the Treasury and the years in which returned, were 
$248,831 returned in 1947; $1,264,300 returned in 1954 and $189,612 
returned in 1956. 

(The following table was later approved for insertion:) 


DEPARTMENT OF THE INTERIOR, SOUTHWESTERN PoWER ADMINISTRATION 
Construction appropriations, fiscal years 1947 through 1956 


Fiscal year: Amount 
1947 appropriation can ee a a ee a $7, 500, 000 
I iy a an shi’ pte vu adipic a i aaa er sae 3, 475, 000 
SOMITE NINERS B50 oh 8 AN 8 oe eee et ewes, Baste st 8, 620, 000 
1952 appropriation_-___- sila cciea Nanaeiieaitsd Lee denaenm dues ntaarennnmcedcth 3, 375, 000 
I 50 ec saris ssa bs Shan Api Sos dl Asi oa a okie se wos 4, 150, 000 








a ae deaenae na tg CO eT eee 27, 120, 000 

1950 Operation and maintenance sav ings, transferred to and merged 
With Consirucuon Bppropriauon. o.~ . <a. s<- ok. ecw ce eet Jo eee 257, 913 
Sejasted: Total apnronviatione. _. . = 2. SS cle 27, 377, 913 


Less: Amounts returned to Treasury and transferred to operation 
and maintenance: 


Returned to Treasury------ eee 
Transferred to operation and maintenance - 775, 000 
————__ 2, 477, 743 
Pr NUE Fe is. dr serials 04 de wheidecae es ls 24, 900, 170 
Returned to Treasury: P 
1047 (exmired for exponailure) .. 2.6.2 220 les 248, 831 
IGOR te awe eee en eh td ele 1, 264, 300 
OSS (Ammiinisivelive OOO). 66s ops ii onis <oicdicm eed, gucen 189, 612 
1, 702, 743 


Transferred to operation and maintenance, 1955, (Public Law 465, 
tk i ds a ar saa ater enaet nike deighue salmaaa eal asia 775, 000 


i A at AF RTRs. 


2 INE ee RE RN, a RR ec call SS ONS NR I a a aR RI Saas ses Pad * > 
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Mr. Cannon. There was no surplus in the mtervening years? 

Mr. Wricut. No, sir. 

Mr. Cannon. None in 1948, 1949, 1951, 1952, 1953, and 1955. 

Mr. Wricur. Correct. 

We have invested in transmission line, Government-owned trans- 
mission line—$24,900,170. This took us up to the fiscal year in which 
we are now operating. 


APPROPRIATIONS, OBLIGATIONS AND CARRYOVERS 
DEPARTMENT OF THE INTERIOR, SOUTHWESTERN POWER ADMINISTRATION 


Appropriations and carryover balances, obligations and estimated savings for fiscal 
year 1956 


OPERATION AND MAINTENANCE 


Le Brrr nt oe oo ee gos sooo aoa wax eign alien asanes $1, 250, 000 
Be aaa OE a ee 1, 050, 000 
Ie A I cee 200, OOO 


Carryover eens. 1eee. 2508. oe ee eS ie oo ke Fa mea h SES 1, 389, 612 
DP EORISIOR. POTTS tis 5 ors) in Bok cles ct pee BEA 189, 612 


Balance available for obligation_________________________. 1, 200, 000 
Estimated Ry: tas eh Shae 240, OOO 


Estimated carryover balance, 1957.......................- 960, OOO 
CONTINUING FUND 


1956 app roprit NN ice ater er al caine ae tie 
Estimated obligations 


6, 000, 000 
5, 350, 000 


NN tt 6: 50, 000 


Construction—Estimated obligations of carryover funds for fiscal year 1957 


L indsay-A An: id: arko lin CS eae ae ee a ia ol sc ea eg ca a: Ah ait et alli $30, 000 
Springfield Substation J Be aie i I _.. 300, 000 
System communication and dispatching - _- Sat iicsa tigre what aoe : . 100, 000 
Metering. ge eee oa ee = a a bs ai tea ncadtaed aa sea 90, OOO 
Miscellaneous cons true mens cee ee OE eh Be i a ls al ea 330, 000 
Substations and switching stations_______ 7 : ee ; 1 50, 000 
General plant and equi} ment... i tee SEE oe Sabo . 25, 000 
Administrative and engineering overhe ad Bn ch Bed wiebead casket hk aks Sarees 35, 000 

ree ee ee eS he eh ees . 960, 000 

M r additions to existing substations and switching stations 


Mr. Wricut. The third tabulation reflects the program for 1956 
under the operation and maintenance appropriation of $1,250,000. 
Included in that was $250,000 to pay the maintenance and operation 
cost of G. and T. co-ops until their contracts were inieininod. We 
stimate we will expend $1,050,000 in 1956, or that we will have a 
saving of $200,000. 

In the 5 gop ri appropriation, we had a carryover balance 
unexpended last year of $1,389,612. We have transferred to surplus 
$189,612 and satiate we will ob ligate during the year 1956 $240,000. 
That leaves us a carryover balance in the construction fund this year 
of $960,000. 

The second page of that tabulation will indicate the estimated use 
of that construction money, which are uses for which it was originally 
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appropriated, but the use of which we have not been able to develop 
under our contractual arrangements and service of power have not 
fully developed to where we need it. 

Mr. Cannon. When do you expect that to be? 

Mr. Wricurt. I have been praying to get it spent every year; but 
due to changes in the form of our operation and changes in our funds, 
my guess is we will be about a year to a year and a half on expending 
the rest of the construction money which we have had ever since 1953. 
I believe we have had no appropriation since that time. 

Mr. Cannon. Is there anything in this tabulation we have dis- 
approved? 

Mr. Wrieut. No, sir. We have returned funds on a great deal of 
the things you have approved, which we no longer needed. 

Mr. Cannon. You have not been skimping on the amount actually 
required? 

ir. Wrigut. That is correct. We made other arrangements and 
found certain expenditures in excess of those required and did not 
make them when we found that to be so. 

The continuing fund you provided last year in the amount of $6 
million, the estimated obligations against that continuing fund are 
$5,350,000. It appears we will have a saving of $650,000 of the 
continuing fund. 

Mr. Cannon. You list this as $550,000; but in the tabulation you 
just submitted you list it as $650,000. What is the reason for the 
discrepancy? 

Mr. Wricat. This tabulation is naturally the last estimate I have 
had prepared and we estimate we have saved approximately $100,000 
which is an indicated saving since the tabulation was prepared. 

Mr. Cannon. So there has been an increase, then, of $100,000? 

Mr. Wriacurt. Yes, sir. 

Mr. Cannon. Since the last estimate was prepared, which was some 
time last fall, as I recall. 

Mr. Wricut. That is correct. 


1957 BUDGET REQUEST 


Now the change in the money we asked you to give us last year 
and the money we requested this year, briefly is this: We are asking 
for $1 million for maintenance and operation, and the decrease is 
$250,000 that we do not require for payment of maintenance and 
operation cost of G. and T., that being handled under the continuing 
fund in this budget. The continuing fund request is increased from 
$6 million to $6.4 million by virtue of the fact that additional items 
are coming into play under the lease-operating agreement, and the 
maintenance and operation cost of these systems has increased as 
those items are expanded. 

Mr. Cannon. That does not necessarily mean increased prices? 

Mr. Wricur. It means the amount of leases in operation this year 
that were not in operation last year. 

Mr. Cannon. So you have something to show for every increase? 

Mr. Wricur. That is correct. And actually, as I will point out a 
little later on in my testimony, that may be not required if we com- 
plete the amendment of the contracts as Congress directed. 
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POWER SALES 


So that the committee will know the things we have done with the 
Government power we are in charge of disposing of, and in order that 
the many charges and many claims about the disposition of power by 
Southwestern may be completely understood, I have prepared for the 
committee a comple te tabulation which a the disposition of every 
kilowatt of electric power ever generated or sold by Southwestern 
since the time our operation started. 

Mr. Cannon. That is for 10% years. 

Mr. Wricut. Yes, sir. The first sheet shows that we have had a 
total hydroelectric power and energy of 5,513,720,000 kilowatt-hours. 

Mr. Cannon. This was hydroelectric power? 

Mr. Wricut. Yes. 

Mr. Cannon. For which the revenue received was $26,468,700. 

Mr. Wrigur. That is correct. Included in that is 1,514,934,000 
kilowatt-hours of secondary power, or in excess of 4 billion kilowatt- 
hours of primary electric power for which we received $24,609,800, o1 
an average rate of 6.15 mills per kilowatt-hour. 

Then we purchased power in the amount of 594,116,000 kwh- 


COST ALLOCATION 


Mr. Cannon. Before you leave that, you consider this 6.15 mills 
us an adequate price? 

Mr. Wricart. | do not, with the cost imposed upon the South- 
western Power Administration, and with the allocations of cost and 
the amortization requirements imposed upon it. 

Mr. Cannon. Are those allocations imposed upon you equitable, or 
do you think there might be some question as to the necessity for an 
increase? 

Mr. Wriegut. Under the allocation formula which has been adopted 
by the Department of the Interior, the Secretary of the Army, and 
the Federal Power Commission, the allocations of power cost imposed 
upon us are computed in my judgment within reasonable accuracy 
under that formula, but we have felt the method of allocation used 
should be the incremental method with an amortization period of 100 
vears instead of 50 vears. 

Mr. Cannon. How was that formula adopted? 

Mr. Wricur. It was adopted by agreement of the Department of 
the Interior, the Department of the Army, and the Federal Power 
(‘ommission, I believe at the Secretary level. 

Mr. Cannon. You had no opportunity to make any representation? 

Mr. Wricur. The Department of the Interior had been toying 
with adopting some fixed and standard cost-allocation formula for a 
number of years and a so-called separable cost remaining benefits 
formula was started in process of consideration back in 1946, I be- 
lieve—perhaps even earlier. 

When the activity with respect to cost allocation in our studies be- 
came activated shortly after 1953 by the Department, representatives 
from the Southwestern Power participated on a number of committees 
studying varying forms of cost allocation and various methods of cost 
alloe ation. We did have an opportunity to present our views. 

Mr. Cannon. But vour views did not coincide with the final de- 
cision? 
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Mr. Wricut. I think that is evident they did not; yes sir. 

Mr. Cannon. You know it has been difficult sometimes to recon- 
cile the decisions of the Department of the Interior, with the benefit 
and welfare of the consumers. Is it possible this is one instance in 
which they did not have in mind the objective of providing for the 
consumer the most power at the most reasonable cost? 

Mr. Wricur. I have no way of knowing what they had in mind; 
but working with those people it is my judgment that, whatever 
opinion they followed, they followed in good faith w ithin their own 
line of thinking. Because a man disagrees with me does not make me 
suspect that he necessarily has a motive of some kind or another. 
I try to persuade him, and when I do not persuade him, I obey orders. 

Mr. Cannon. It is not fair to ask you a question like that, and the 
committee appreciates the frankness of your reply. 

The committee at this time is investigating the methods and sources 
used by which they arrived at this decision. This formula does 
increase materially the cost to the average consumer? 


EFFECT OF REDUCING AMORTIZATION PERIOD 


Mr. Wricur. The change in allocations of power and the adoption 
of a 50-year amortization period in lieu of a 100-year amortization 
period results in increased financial obligation on Southwestern Power 
of $2,219,000 a year, or an average increase in our rates from about 
5.6 to 7.71 mills. 

Mr. Cannon. I had no idea it was that serious. Now where does 
this additional fund which seems to be in excess of what is a fair 
price for power to the ultimate consumer—this additional amount 
Southwestern is required to pay—where is that additional amount 
to be allocated? What becomes of it? 

Mr. Wricur. The additional cost requirement results in a change 
in allocation from about $122 million on which the original A rate 
was based, to about $200 million under the revised cost allocation 
agreement. And the additional cost, because of the shorter amorti- 
zation period, is about $1,200,000 a year. So, between the two, you 
have a shorter amortization period increasing the annual financial 
obligations $1,200,000, and you have a cost allocation increasing it 
approximately $1 million, a total of about $2.2 million. 

Mr. CANNoN. So it is necessary to cut in half the period of amorti- 
zation. The original plan was adopted after long, careful, and 
expert consideration. It was decided eventually there should be 
about 100 years for amortization. Why should that suddenly be 
cut down to 50 years? 

Mr. Wricur. I assume because they thought that 100 years was 
too long a period for amortization to be allowed on a project of this 
character. I cannot answer why they did it; I do not know. 

Mr. Cannon. The situation and the financial setup in which you 
found yourself did not make it imperative that they reduce the 
period of amortization? 

Mr. Wricur. The only “‘imperative’”’ in my judgment, between the 
two periods of amortization, is to be sure you get it paid off while it 
still has useful life. 
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USEFUL LIFE OF PROJECTS 


Mr. Cannon. Would the useful life extend beyond 50 years? 

Mr. Wricur. | have testified before 4 committees of the Congress 
this year that in my judgment there is not a project in the South- 
western Power Administration area that has a useful life of less than 
150 years; that the projects kept up and replaced in a transmission- 
line system will have an 85-percent usefulness at the end of any 
pe riod. 

Mr. Cannon. On that computation, then, Mr. Wright, they could 
have well increased the amortization period to 150 years instead of 
reducing it to 50 vears and, thereby, could have justly reduced the 
cost to the consumer to that extent? 

fr. Wricut. I think that would be possible to increase the amorti- 
zation life of the project and still ste ay © ithin the useful life of it. 

Mr. Cannon. So to have retained the formula originally adopted. 
amortization in 100 years, which was mainly a compromise be tween 
courses of 50 vears and 150 vears 

Mr. Wricut. I do not know what kind of a course it was; all I 
know was that the Southwestern Power Administration did fall into 
that period. We had adopted and utilized 100 vears as the pay-out 
program. That had never been agreed to by the Federal Powe1 
Administration; they opposed it all the time and it was pointed out 
to Congress continuously by the Comptroller General and in a number 
of hearings that it was decidely a m: utter of controversy between the 
Army engineers, the Department of the Interior, and the Federal 
Power Commission both on the period of amortization and cost 
allocation. 

Mr. Cannon. Which of those agencies insisted on a period of 100 
years and which insisted on a period of 50 years? 

Mr. Wricnt. As far as I know, the Southwestern Power Adminis- 
tration was the agency, acting through the Department, which asked 
for 100 vears; and, so far as I know, nobody else agreed with us. 

Mr. Cannon. Neither the Army engineers nor the Federal Power 
Commission? 

Mr. Wricut. Right. 

Mr. Cannon. But they could not base that change upon the fact 
that the life of the utility was less than 100 years? 

Mr. Wrieur. That is correct 

Now, Mr. Chairman, I would like to proceed, because I think this is 
an extremely important tabulation. I think the members of the com- 
mittee should be interested in this. 


PURCHASE AND SALE OF POWER 


Mr. Taser. I notice there is one item you did not fill in on the 
purchase power cost. 

Mr. Wricur. I want to touch on that. We purchased 594,116,000 
kilowatt-hours of power. That gave us firm power sales of 4,592,902,- 
000 kilowatt-hours, which is in excess of the firm power produced b: 
the hydroelectric project, but slightly less than the total power pro- 
. iced by all projects. The result of all this activity shows two strik- 
ng things tome. One was that the power sales to power companies, 
outside of the aluminum contract, brought the average rates to 6.54 
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mills—all we have ever made. The aluminum contract sales was at 
5.2 mills; sales to preferred customers have been at the average rate of 
5.48 mills; average sales to all companies was at the rate of 6.27 mills. 

I want to point out to you that during a number of years of those 
sales to companies there were no lines. We had only one unit for 
generation; we did not have firm capacity in any sense of the word and 
we sold those companies during wartimes at rates which, in my judg- 
ment, were fair and reasonable to the Government, and the com- 
panies that have dealt with the Government and the Southwest Power 
Administration in the purchase of this power are to be complimented 
on the rates which they have granted the Government in my judgment. 
When we get into a position where we have integrated projects and 
lines and deal with companies on exchange contracts—and I do not 
consider we have any wheeling contracts; we pass title to the power 
where it is produced in one system and take title to other power where 
they furnish it to us—for example, with the Oklahoma companies, 
they do not get any power from the Government except as compensa- 
tion for power they have delivered to the Government; the power is 
exchanged, not wheeled; it is not the same power; it may not even be 
at the same time. For example, I do not run any generators on 
Saturday and Sunday and have 1,650,000 people served with power 
from the Government and they use it on Saturday and Sunday. 

Mr. Cannon. It is power that is fed into the system which one 
buys and takes it at this point? 

Mr. Wricur. Not the same power. We take the power out where 
we need it. 

Mr. Cannon. It is fed into a pool of power? 

Mr. Wricur. That is correct. To show you what we did under 
these company contracts on that exchange, I have listed on the pages 
in this tabulation each individual contract, and if you will look at the 
third page of the tabulation, which is the Texas Power & Light Co. 
contract, under that contract over all the years—— 

Mr. Cannon. The Texas Power & Light Co. is a private utility? 

Mr. Wricur. That is correct. Over all of the years, we have 
delivered in Texas a total of 347 million kilowatt-hours to preference 
customers, consisting entirely of REA’s. That is the fourth figure 
down in the last column. We have delivered to the Texas Co. 437 
million kilowatt-hours, or about one-third more hours than we got 
back for preferred customers, the reason being that the Government 
did not have any preferred customers for about 5 years down there, 
and we had to make contracts. When we get all through with it here 
is what happened: You got an average return out of the power de- 
livered annually of 8.26 mills per killowatt and the preference cus- 
tomers only paid 5.49 mills for the power they got, which is an exchange 
advantage to the Government under the Texas contract, and I think 
a very good advantage. 

The next page shows the sales to Oklahoma companies before we 
had an exchange contract. 

Mr. Cannon. Before vou leave the Texas Co.: You had ample 
supplies for your customers which were entitled to prior rights; you 
did not deny any demand having a priority in order to supply this 
power to the Texas Power & Light Co.? 

Mr. Wricutr. We not only did not deny any; but last vear we got 
caught with our pants down there with the drought and the company 
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agreed to defer their energy take and give me electric power and for 
me to pay it back when I had the water to do so. 

Mr. Cannon. That is the Texas Co.? 

Mr. Wricut. That is correct. 

Mr. Cannon. That was very considerate of them. 

Mr. Wriaut. And instead of having a crystal ball, they have now 
amended the contract so that when I have a critical water year, when 
we get into a critical water year they are going to reduce the take 
from about 200 kilowatt-hours a month to 150. 

Mr. Cannon. So the amount, then, you have supplied the Texas 
Power & Light Co. during the term of their contract has not in any 
way limited “the amount you supplied at the demand of those having 
priority rights? 

Mr. Wricut, That is correct. 

In the case of the Oklahoma contract, which is the fifth page of the 
tabulation, the net result of that operation is that we had a return 
from the Government power of 6.93 mills per kilowatt-hour and we 
charged the preferred customers 5.57 mills per kilowatt-hour. That 
is the financial rate accorded to the Government through the exchange. 

The other contracts list the power that was sold under other 
arrangements directly to the Southwestern Gas & Electric Co. and 
shows a similar situation. 

With that in your record, gentlemen of the committee, you will 
know what the Southwestern Power has done with every unit of 
Government property it ever disposed of, and I would like to see that 
inserted in the record. 

Mr. Cannon. Without objection, that will be inserted at this 
point in the record. 

(The matter referred to follows:) 


Total kilowatt-hours sales and revenue, fiscal year 1945, through 1st 6 months of 
fiscal year 1956 


i Mills per 
kilowatt-hours 





, si average on 
Kilowatt-hours Revenue Government 
transmission 

grid 

inchs eliasaaianliaincanitiliiling Genicaemediicicaaniiiieieppiens ——-- =. -- -) ——_—— = 
Total hydroelectric power-and energy Ssales__.--- 5, 513, 720, 000 | $26, 468, 700 |_ _ 
Less secondary hydroelectric sales...............-- ae ae 1, 514, 934. 000 | 1, 858, 900 | 1. 23 
Total hydroelectric primary sales. ........-- ala 3, 998, 7 736, 000 24, 609, 800 6.15 

Purchased power. ede a aes Sa a ea ee 594, 116, 000 

Total all firm sales.._....... . ‘ 4, 592, 902, 000 27, 192, 500 | 5. 92 
lotal sales to preferred customers, firm... 2, 051, 899, 000 11, 253, 500 | 5. 48 
Total sales to companies, firm__... 2, 541, 003, 000 15, 939, 000 6. 27 
Less aluminum-contract sales, firm _-- : AS 502, 346, 900 2, 612, 200 5. 20 
Total other company sales, firm... 2, 038, 656, 100 13, 326, 800 6. 54 








Summary of sales to Texas Power & Light Co. previous to Contract No. 177 
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Hydro energy to company 
Primary energy 
Secondary energy 


Rev 


Secondary energy -- 


NE icc cient 


enue: 
Primary energy 


Primary energy 
Secondary energy 


Fiscal 


year 
1944 


0 
1, 032, 112 


-| 1,032, 112 


0 
2 326, 07 


2, 326. 07 





ae. l 
Fiscal | Fiscal Fiscal lst month, 
year year year | fiscal year Total 
1945 1946 1947 1948 


Kilowatt-hours 


| | 
42, 480, 784 | 112, 190, 377 27, 524, 500 | 1, 429, 000 283, 624, 661 
52, 377, 642 | 114, 584,123 | 109, 376, 500 0 277, 370, 377 








94, 858, 426 | 226,774, 500 | 236,901,000 | 1, 429, 000 | 560, 995, 038 





Dollars 









224,177.57 | 560,951.89 | 637,622.50 | 7,135.36 | 1,429, 887.32 
62, 401. 83 132, 602. 53 123, 253. 75 | 0 320, 584. 18 


286, 579.40 | 693, 554. 42 760, 876, 25 7, 135. 36 1, 750, 471. 50 
| | | 


, 5.00 | 4.99 | 5. 04 
1.19 1.16 | 1.13 0 1.16 
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Texas contract 


Present contract: 50 percent load factor. 
lo Government per month: 


Paes GOR... .... pian makes aRie ._kilowatt-hours__ 7, 300, 000 
eee sce Neate oa i ehh iat eg 20, 000 
Delivered at load centers. 
lo company per month: 
Average contract energy eer ...kilowatt-hours._ 5, 833, 333 
Capacity - ; ee ae 35, 000 
Average secondary energy ; ..-.--kilowatt-hours 5, 300, 000 


Delivered at Payne Substation. 
Payment to Government: 
Total per month_-_-_- 


7 - Jai $52, 000 
Secondary energy ($0.0015 per kilowatt-hour) --. 7 


, 950 
For contract energy and capacity_.-~_-- 5 ae iia dt = 44, 050 


Payment to company: 


20,000 kilowatts at $1.55 ___. 2d 31, 000 


2,300,000 kilowatt-hours at $0.004__._.--------------.--------- 9, 200 
Total__-. inte atiig ee Paes tea Sees eae Bs Salah 40, 200 

Net balance to Government_____- ~~~. Si ail aki 0 de 3, 850 

Value per kilowatt retained by company per month !____.__.__----- . 1.2567 


1 In addition to a monetary compensation of $0.2567 per kilowatt of capacity without energy, the company 
further compensates the Government by providing for the Government’s use, without charge, its trans- 
mission system for delivery of power for the Government’s account and the entire cooperative load in its 
service area as a market for the Government. 
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Summary of sales to Southwestern Gas & Electric Co. previous to Contract No. 396 








= ret etl Bae 0 





Last 2 Ist 746 
months, fiscal|)months, fiscal Total 
|} year1950 | year 1951 
' | Kilowatt-hours 
Hydro energy to company: ' Se 5 oe ee ee 
Primary energy ‘ ‘ idan’ . , a 0| 12,912,350 12, 912, 350 
Secondary energy..------..-..-.----- - Sw oaewal 3, 058, 270 | 2, 455, 330 5, 513, 600 
Totel....... citi pieaswies 3,058,270 | 15,367,680 | 18, 425, 950 
a i ae ae 
Dollars 
Revenue: os ire ck Se eee tee 
Primary energy- iia = —— | 0 | 86, 803. 63 86, 803, 63 
Secondary energy- i ae 3, 822. 84 | 3, 069. 17 6, 892. 01 
Totel:.:.-. easel patecceeeaiel 3, 822. 84 89, 872. 80 | 93, 695. 64 
Pan er eee 
| Mills per kilowatt-hour 
Average rate: co 8 ee a a a oe oe = 
Primary energy --. : ; Wicgiaestow 0 6.72 | 6. 72 
Secondary energy. -- a ee Oe Ponca ceeded 1. 25 | 1. 25 | . 25 


Nectric Co. Contract No. 396 
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Summary of sales under Southeastern Gas & FE 
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Summary of total sales under Arkansas Power & Light Co. aluminum contract 





Last 6 | First 6 
months, Fiscal year months Total 
fiscal year 1955 ! fiscal year nm 
1954 ace. 1956 


Kilowatt-hours 














Hydro energy to company: | 
Primary ----- ‘ 180, 000,000 | 142,346,900 | 180, 000, 000 502, 346, 900 
Secondary ‘ 3, 061, 300 22, 932, 000 6, 695, 000 32, 688, 300 
Total... 183, 061,300 | 165, 278, 900 ar 186, 695,000 | 535, 035, 200 

| 

Dollars 
Revenue: Poe a ae oe ad it} 

Primary - ---.- 5 : a : 936, 000.00 | 740, 203.88 | 936,000.00 | 2, 612, 203. 88 
Secondary -- 3, 826. 63 | 28, 665. 00 8, 368. 75 40, 860. 38 
Total... - ‘ 939, 826. 63 | 768, 868. 88 | 94, 368. 75 2, 653, 064. 26 


Mills per kilowatt-hour 





Average rate: | 
Primary ---- bic etlesane aoois imesiel 5. 20 5. 20 5. 20 5. 20 
5 ea 1,25 | 1. 25 1, 25 1. 25 


| 
| Kilowatt-hours 
| 
| 





Company to Reynolds Metals Co_..-.-...-.--.| 390, 917, 000 | 953, 100, 000 | 481, 716, 000 
1 | 





1 217,653,100 kilowatt-hours deferred as to purchase and delivery. 


Oklahoma contract 
EXCHANGE UNDER PRESENT RATES: 50 PERCENT LOAD FACTOR 


To Government: 
Power and energy: 
I ONNN Scas sicssas ecssepggc nu oe gig vad nd bce lm tl ts 365 
NP a ir os 1 
Delivered at multiple delivery points at load centers. 
To companies: 
Power and energy: 
Kelowatt-nours.........-.... shasta asics ake ape te os Gt ba oot ines omg a lad 330 
RUT NMIR oe Ek Ae ere Bae Cen eomem eee 1. 65 
Delivered highside main grid. 
Payments to companies: 


ee Fe. UL | | a a eee eer ae ane ee. ee ae ae $0. 14 
SOD ALO WEED MOTITS AU BONIOIL SO occ ck cn mcciundaenincibsocacacnoue . 45625 
Bene 8 eos ces 2s McctPaaast cz cox ale as ep aad TSS cata orach is ata ae . 59625 
Payments to Gove ‘rnment: 0.15 kilowatt at Re St at BN 0. 1725 
ee ennai Ue UNI oo. dl icdinete ache celit taeda . 42375 











93 


EXCHANGE UNDER SUGGESTED REVISED RATES: 50 PERCENT LOAD FACTOR 


Suggested revised rates: 
Demand charge - --_--------- ....--- $1.25 per kilowatts per month. 
Ene rgy ONOPNE: occ Lint. _--.------ 4 mills per kilowatt-hour. 
Service charge by companies .--. 3 mills per kilowatt-hour. 

To Government: 
Kilowatt-hours_---—-_- eee Shieh ite epee ae ye 365 
Kilowatts_ : zi ee l 

Delivered at multiple delivery points at load centers. 
To companies: 


Kilowatt- hours. eee ee oes a z a ee a ee 

Kilowatts__-_- Tas a 1. 65 
Delivered highside n main grid. 

Payments to companies: 

365 kilowatt-hours at $0.004___._____________- a a Soe 

1 kilowatt at $1.25 es ee a ae wk 4 1. 25 

365 kilowatt-hours at $0. 003____. 1. 095 
meena 8 9 ee ep ee ee i 


pide eS lh ack 3. 805 


Payments to Government: 
330 kilowatt-hours at $0.004___._____.___. bas Seen, ee i SE ove 1. 32 
Te eereee eeranemte Sn es ek Se hbk Feel 2. 0625 


ji! i an Na Ed 3. 3825 


Wet RINMOe TO COMMBDIS. . SL ced ce ces cee: Ste 4225 


POWER SUPPLY AND DEMANDS 


Mr. Cannon. You have at all times had ample power to supply 
legitimate demands? 

Mr. Wrieur. I have not, sir. Last year there was a reactivation 
of the generation and transmission cooperative contracts, under 
which a great deal of additional thermal power became available to 
the Government on a long-range basis and after amendment of the 
contracts with the companies, which contributed to my present 
ability to serve. Previously I had to advise the Government customers 
that we could not handle their load growth, and a number of them 
had to handle their load growth for about a year by contracting for 
extra power with companies with whom we have exchange power 
contracts. 

Mr. Cannon. So this is an instance of the means Southwestern 
Power has taken to supply customers with the amount of power 
they required? 

Mr. Wricut. That is correct, simply because we have utilized 
the entire capacity of all the hydroelectric dams, and we are following 
the policy now that we are taking additional load only in the case 
of load growth and only in the case of a dire emergency of the need 
of some power in areas until the Table Rock Dam comes into our 
system. 

Mr. Cannon. And in the event you are not able to supply the 
full load, the curtailment is on the part of these companies which do 
not have priority, and those demands which are prior under the law 
are never reduced as long as they are furnishing something to other 
companies? 

Mr. Wricur. That is correct. The companies have voluntarily 
agreed to reduce their take upon the Government in the event of a 
critical water situation and, if there is no critical water situation, 
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then we will be able to meet our power-supply requirements. In 
either event, the Southwestern Power Administration has made a 
reduction of 30 percent from its original estimated low water prior 
year by adjustments of its contracts both with the utilities and in the 
availability of thermal power generation in transmission contracts 
which have beea recommended. 

Mr. Cannon. What is your situation at this time? Do you have 
ample power to supply all requirements? 

Mr. Wricur. Yes, sir. And I plan to place in the record the 
exact water situation of the Southwestern Power Administration, 
which has 49 percent of the total storage available. That is 10 perce ent 
below norms! at this time of the year. 

Mr. Cannon. Notwithstanding that deficit of 10 percent, you are 
still able to supply all demands at this time? 

Mr. Wricur. That is correct. And if a critical situation develops, 
we advise the companies and they would curtail their take upon us 
for the full energy, and we would want to put a larger degree upon 
steam generation for the REA cooperatives. We would place more 
steam in the picture, run the overload and purchase power wherever 
available wherever we have contract customers to serve. 

Mr. Cannon. At the same time, you do not expect in the near 
future any drastic reduction in your available power. 

Mr. Wricut. No, sir. 

Mr. Cannon. And when Table Rock power comes in, vou will then 
be able to supply 

Mr. Wricur. Another 100,000 kilowatts of load. 

Mr. Cannon. When do vou expect that? 

Mr. Wricur. That is scheduled for completion in 1959. I hope 
they will have it in commercial operation early in 1960. 

Mr. Cannon. If you have enough power at the present time to 
supply all of your needs, how do you expect to dispose of this addi- 
tional 100 percent which will come in as a result of the operation of 
the Table Rock Dam? 

Mr. Wrieutr. The question is not one of disposition; the question 
is one of allocation. We are making contracts now under which the 
load growth of each of the present customers of the Government will 
be such that the total available from Table Rock will probably not 
handle their added needs. For example, as I am sure the chairman 
knows, the city of Springfield is building a 50,000-kilowatt steam gen- 
erating plant. They are going to need additional capacity and they 
will utilize that with hydro as peaking power. And we encourage 
that wherever possible. 

Mr. Cannon. They provide their own peaking power; you sell 
hydro power to them and they supply the thermal power? 

Mr. Wricut. They supply their own base load and buy the peaking 
from us. They call on us a few hours a day for their peaking and 
run their thermal plant 24 hours a day. 


NEED FOR ADDITIONAL POWER 


Mr. Cannon. When you have completed Table Rock Dam, do I 
understand there is no further need of power production facilities in 
this territory, or do you anticipate increased loads that will make it 
possible to consume any amount that might be supplied? 
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Mr. Wricut. There is an almost unlimited need for peaking 
power in that area. As a matter of fact, the Union Electric Co. has 
already scheduled and is very actively proceeding with a plan of 
installation of 800,000 kilowatts of pump-back power which will have 
the only advantage of being able to take steam power at night and 
pump Mississippi water at night, where it will drop down in the day- 
time. This would provide 800,000 kilowatts of peaking power in the 
initial installation and it may be expected to be increased to 1,600,000 
kilowatts ultimately. This compares to a total of 642,000 kilowatts 
in all our dams. 

Mr. Cannon. Will that method of back-pumping serve the purpose 
as well and cheaply as the production of power through these dams? 

Mr. Wricut. It will not: because they can only serve daily peaks 
by that method, not seasonal peaks. They cannot handle all of the 
seasonal demands. The Southwestern area has developed tremendous 
seasonal peaks in air-conditioning, and this air-conditioning is when 
cotton ginning and the cooling of milk occurs and with chickens 
through the brooder and everything else. We have a peak in July 
and August that sometimes is terrific. As a matter of fact, down 
there they work on temperatures. 

Mr. Cannon. As a matter of fact, you are in a position to utilize 
any additional demands that could be made? 

Mr. Wricut. The Southwest can absorb any hydroelectric power 
that Congress sees fit to provide. If you authorize the construction 
of a dam, by the time you can build the cam we can have it sold. 


INDUSTRIALIZATION IN SPA AREA 


Mr. Cannon. Does the availability of this enormous amount of 
power in your area, or has it in the past, historically encouraged and 
added to the industries in that area? Have new industries developed 
in that area which would have been impossible without the additional 
power which you supply? 

Mr. Wricurt. I do not think there is any question about that. I 
will go even further. We have had a sort of effect upon the Southwest 
like the setting off of an atom bomb or the putting of a catalytic 
agent in a chemical compound. The power companies down there 
have done much to foster industrial development in the last few years 
which they did not do before SPA entered the picture. In reality 
there is not much doubt of what is going to happen with respect to 
the power industry. Some companies are installing more steam 
capacity in 1 year than they had in 1947; so that we have had great 
effect down in this area. There is a tremendous record of the use of 
power. 

Mr. Cannon. In industrialization? 

Mr. Wricuat. Yes, sir. 

Mr. Cannon. The building of these dams, then, means increased 
industrialization, providing more jobs for labor, providing more prod- 
ucts for the consumer, providing more taxes for the Government, and 
contributing in every way to the progress and prosperity of that 
section of the country and the country as a whole? 

Mr. Wrigur. That is correct, and I am a firm believer that as this 
country grows its biggest problem is water and that within a few 
years you are going to have to operate hydroelectric dams in the sum- 
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mertime, because you are going to need both water and power. I am 
a firm believer in the fact, ‘that as fast as the Government can develop 
water resources within its financial resources that a dam ought to be 
put wherever a dam can be placed in this country. 

Mr. Cannon. And the largest dam which the water supply would 
accommodate? 


INCLUSION OF PRICING OF SERVICES IN CONTRACTS 


Mr. Wricur. That is correct. We are going to need the water 
before we get the program built. The country cannot afford to build 
fast enough, in my judgment. There has been a great deal of criticism 
about the Oklahoma & Texas Co. contract, because of the fact we 
elected with the companies at the time we were negotiating those 
contracts not to price the services exchanged under them. We ex- 
changed a mule for a cow and other things without a contract price. 

Mr. Cannon. Was that an inefficient method? 

Mr. Wricur. | do not believe so; because | think had we attempted 
to set a price on them, we would have become subject to factors and 
pressures in negotiations that should not have been on them at that 
time. However, the contracts are old enough now and the companies 
have had sufficient experience and pressures applied so we are now ne- 
gotiating for the pricing of all of the services of the contracts. 

I have a detailed tabulation which will indicate to the committee 
that had we priced every item of service in the contract the rate for 
power charged the companies could have been $1.25 per kilowatt 
month and 4 mills per kilowatt-hour, which is as high or higher than 
any rate any witness has testified should be charged for hydroelectric 
power in this area, to my knowledge. I will give you a rate schedule 
for the record which will indicate the existing level of those rates. 

Mr. Cannon. In this case, however, you have testified that the 
more dams we build, the greater the prosperity of America, the mere 
jobs, the more products, the higher standard of living, and the more 
revenue for the Government. 


RATES 


Will the utilization of those facilities be helped by a low rate for 
electric power? 

Mr. Wricur. I think the rate should be as low as it can be and 
pay the cost of producing electric power and transmitting it and 
servic ing it. 

Mr. Cannon. The only standard, then, the only criteria, is the 
cost of production and distribution. The rate should be fixed solely 
by the cost of production and distribution, and no other factor 
should enter into it? 

Mr. Wricur. That is correct, with this exception: When you are 
trading power or exchanging power or services with another utility 
company and not marketing power, then the relationship between 
you and the articles of exchange should bear some relationship to 
what the article is worth to each of you. And that is what is done in 
the company contracts. In other words, Mr. Wilkes testified before 
four congressional committees this year that the price for power 
should be $1.50 per kilowatt-month and 2 mills per kilowatt-hour. 
That is almost exactly the same rate as $1.25 per kilowatt-month 
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and 4 mills per kilowatt-hour. The lines are almost together. As 
a matter of fact, the rates which we feel are in the company contracts 
now, are those rates that reflect what the power or exchange is worth 
to the companies. We thought they were good deals for the Govern- 
ment when we got them, and good deals for the company. We 
think the Government used this good deal to help lower the total 
overall cost of dealing with the preference customers. 

Mr. Cannon. So the objective in building these dams and admin- 
istering Southwestern sata be the production of the greatest amount 
of power at the lowest legitimate cost? 

Mr. Wricut. Consistent with the other uses of water, and speci- 
fically using water for power as the last use you should make of it. 

Mr. Cannon. You would not be building these dams and using 
water for power by curtailing any other use that might be made of 
this water, would you? 

Mr. Wricut. Not only curtailing; but, if power interfered with 
any other use, then I think the use should be adjusted to permit 
the other use first. 


PUBLIC AND PRIVATE POWER PRODUCTION AND DISTRIBUTION 


Mr. Cannon. From your experience and observation, Mr. Wright, 
it seems to me you should know more about this subject than any 
other one man in America today. Do you think the best interests 
of the country would be served by giving the Gove rhment a monopoly 
of the production and distribution of electricity’ 

Mr. Wricur. I certainly do not, and I would not want to live in 
a country where that was so. I do not believe it should have been 
done in the whole State of Nebraska. 

Mr. Cannon. Do you believe it would serve the best interests of 
the country if we gave —— industry a monopoly’ 

Mr. Wricurt. No, si 

Mr. Cannon. But ina utility and public utility should grow 
along side by side and supplement each other, merely having enough 
public power to serve as a vardstick? 

Mr. Wricur. I do not think it needs to serve as a yardstick. I 
think it needs to be available to the people if they want to use it. 
And I am amazed to find that of all of the States in the Southwest, 
the conservative State of Kansas, agrees with me to the greatest extent 
on that subject, and we have more publicly owned electric power 

systems in towns of Kansas than in any other State in the Southwest. 

Mr. Cannon. But in your judgment, in giving private industry a 
monopoly of the production and distribution of power, is it your 
opinion they would add anything when it came to making rates so 
that they would put those rates above the cost of distribution and 
production? 

Mr. Wricur. I would like to answer that by saying if I were a 
private industry and had a monopoly, I would not. 

Mr. Cannon. Unfortunately, there are not many men like you in 
control. 

Mr. Wricut. I mean I would be just as tough as the utilities and 
maybe a little tougher. 

Mr. Cannon. That is more realistic. You may proceed. 
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POWER STORAGE AND POTENTIAL ENERGY AVAILABLE 


Mr. Wricut. The next item I would like to present for the record 
is a tabulation of the storage in reservoirs at this time, which indicates 
we have 49 percent of the total storage available and the number of 
kilowatt-hours we have in storage in the reservoirs down there. 

(The matter referred to follows:) 


DEPARTMENT OF THE INTERIOR, SOUTHWESTERN PowrR ADMINISTRATION 


Power storage and potential energy available as of Mar. 31, 1956 





























Power storage Potential energy ! 
! 
Project 

Percent a ead Percent 

Acre-feet of full as of full 
Powerpool ours Power pool 
I i a i 1, 142, 500 55 | 150, 300, 000 50 
Denison REE aereere eee ee CS 872, 400 49 60, 800, 000 42 
Fort NU a Ls a a a 8, 120 15 423, 000 15 
SE ititeiuicameninnnesaettednibbeeimialeghnen 382, 300 5 47, 900, 000 51 
UN PN on Ra he A eg 130, 100 38 13, 300, 000 36 
Subtotal (Interconnected system) .......----- 2, 535, 420 | 61 | 272,723,000 | 47 
EN eee ee ee ee 169, 022 84] 17,600,000 | 82 
PET cb diecestchunenepacbubhencsanterutedcuiwiee 120, 600 92 9, 220, 000 91 
Subtetd (Other paints) ........--...........- | 289, 622 | 87 26, 820, 000 | 85 
i oc el ate 2, 825, 042 | 53 | 299, 543, 000 | 49 





1 Estimated at 85 percent efficiency. Potential energy storage is approximately 10 percent below average 
for this season of the year. No material decrease in purchased fuel generation is desirable until the reservoirs 
reach 75 percent of water storage capacity. 


G & T CONTRACT AMENDMENTS 


Mr. Wricur. I have one other statement I would like to make in 
connection with the money and that is this: The Congress directed, 
through committee reports last year, that the G. and T. contracts 
be amended in certain particulars, included among which was a 
balancing-off of accounts. In testimony before committees of the 
Senate I indicated my opinion that there was some doubt whether 
the Government could cancel the option to purchase or could balance 
out accounts and it would probably require a Comptroller General’s 
decision. 

These amendments were negotiated up to the point where that 
decision needed to be had, it was submitted to the Comptroller 
General, and he ruled that the amendment be made in balancing out 
accounts and in canceling the option to purchase. If you do that 
and the present A rate prevails 

Mr. Cannon. You personally agreed with that decision? 

Mr. Wricut. I have no objection to it. It was purely a legal 
matter as to whether the Department had the authority to do it. 
There was no controversy, it was a question of authority. 

Mr. Cannon. It was a matter of phraseology in the contract? 

Mr. Wricur. Yes; and the Department had no controversy, just 
a matter of legal authority. 





If we continue the present ‘‘A”’ rate during the coming fiscal year 


and did not balance out accounts, did not amend the contracts, we 
estimate now that we would require $6,919,000 to carry out all of the 
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G. and T. lease operating arrangements, including the Sho-Me Power 
Corp., during the coming year. We have not asked for any change in 
the $6,400,000 figure for 2 reasons. First, we know that Sho-Me is 
not coming into activation within the immediate future. They do 
not desire to, they are trying to negotiate another type of contract. 
lt is their request. 

Mr. Cannon. Off the record. 

(Discussion off the record) 

Mr. Cannon. Would you give us the amount? 


AMOUNT NEEDED IN 1957 ON NET BALANCE SETTLEMENTS 


Mr. Wricutr. The budget estimates were prepared on a total 
financial requirement of the contracts not being amended during the 
fiscal year. We did not know whether they would be amended or 
whether the Comptroller General was going to let us amend them. 
Now he says he will let us amend them and we are in the process of 
working it out. If they are amended, instead of requiring $6,400,000 
as in the estimate, we would not need but $4,103,000, which is almost 
S$? 300.000 less. 

[ would like to leave that point open, Mr. Chairman, until we know 
the contracts are amended and until we are able to come up, if nec- 
essary, with the proper amendment to the budget through the Budget 
Bureau. But I did not want to appear before this committee without 
telling you that. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Cannon. You may continue. 

Mr. Wricut. Mr. Chairman, that concludes the presentation I 
have of the financial picture of Southwestern Power Administration, 
of our disposition problem. 

[ would like to repeat this: That Southwestern’s problem from now 
on will revolve mainly around a utilization of the facilities that 
Congress has provided in the past and the utilization of those facilities 
which Congress may see fit to provide in the future. We have the 
backbone grid, the only construction we will ever require will be 
short, strengthening links to this grid. G. and T. contracts repre- 
sent a real marketing problem to us because they do not become 
economically desirable from a financial viewpoint until we at least 
double the present loads on those systems, at which time they will 
become, in my judgment, very good economic and feasible contracts. 

We have been placed in this position. The Congress has built 
projects in the Southwest in which they provide for 5 units, but only 
put 1 in. From the start of the ball game we have had to carry a 
big shoe factory with one shoe machine. We had to start from scratch 
with no plan of transmission, no plan of distribution, and the private 
utilities in that country were properly alarmed at which direction the 
Government might proceed to go. 

I, personally, as all of you know, have been visualized as every- 
thing from an obsessed young man—and I am not young any more, 
| have about ten more years of this and I am through—to anything 
else. I am one guy that believed that hydroelectric power and the 
private power company’s power is the perfect marriage. 
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Mr. Cannon. The public cooperatives have the benefit of it and 
you think the private utilities should also furnish thermal power and 
collaborate with your hydropower? 

Mr. Wricur. I think the private companies should also have the 
benefits of it to the extent it can be provided and get the job done. 
We have never planned arrangements in the Southwest which will 
enable us to market a greater number of kilowatt-hours or a greater 
capacity thaa the Government could provide from these hydroelectric 
dams. We did visualize arrangements that would take some of our 
secondary power and transform it into firm power by exchange, we 
visualized trading capacity for firm thermal energy, and visualized 
making trades so that people could live and let live, and under no 
stretch of the imagination in the Southwest could we ever handle more 
than 10 or 15 percent of the load. I have so testified to this com- 
mittee for some 13 vears. 

Mr. Cannon. You think that private utilities should construct 
and own their own dams? 

Mr. Wricnrr. Sure I do, if that is the best way to do it. I think 
each dam has to be studied on its own merits. 


PUBLIC AND PRIVATE POWER PRODUCTION AND DISTRIBUTION 


Mr. Cannon. You think that the public production and distri- 
bution of power should amount to about 15 percent of the total 
national production? 

Mr. Wricur. I think in the Southwest, by virtue of the situation 
of God’s resources, it should probably amount to about 10 percent of 
it and that means develop all of it. 

Mr. Cannon. Why would that not be a good ratio nationally, 
10 percent? 

Mr. Wricut. Some places nationally you may have enough hydro- 
power that you ought to develop 50 percent. I believe in the Pacific 
Northwest the major portion of the power in the Pacific Northwest is 
probably hydroelectric, even though a great deal of hydroelectric 
power may be privately owned. 

Mr. Cannon. You think in that area the ratio between public and 
private utilities should be 50-50? 

Mr. Wricut. Whatever hydropower would permit. 

Mr. Cannon. There are areas in the United States in which the 
proportion should be less than 90-10, 90 for private utilities and 10 for 
the public utilities? 

Mr. Wricut. Not where it should be, perhaps, but places where it 
must be because there is no hydroelectric power possible. 

Mr. Cannon. Owing to the topography? 

Mr. Wricut. Yes. I think a dam ought to be built wherever you 
can build a dam in this country to conserve our greatest resource water, 
and after you use the water for everything else you can think of, it 
does not hurt to run it through a generator. 

Mr. Cannon. We will include in the record, at the proper places, 
the tabulations which Mr. Wright has supplied. 

Mr. Wriaurt. I would like to conclude by thanking the committee, 
and answering any of your questions. 
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REDUCTION IN FUNDS FOR PURCHASE OF POWER AND WHEELING 


Mr. Cannon. I note in programing your appropriations that you 
have programed less for purchase of energy and wheeling charges than 
the current year. You ask less for purchase of power and less for 
wheeling charges in 1957 than you received in 1956. Why this 
change In requirement? 

Mr. Wricur. I expect it is because of our better water conditions 
and a revision in the estimate of the actual lease payments into line 
with what the actual investments in the systems are. You will recall 
last year the committee said when you provided the $6 million that 
you were not quite sure whether that was the proper figure, but as 

stimates become firm you would determine it. The firmer estimates 
now indicate that we need less for purchasing power than was included 
in the figure last vear. 

Mr. Cannon. There has been, however, no change in wheeling 
charges? 

Mr. Wricutr. On wheeling charges, no particular change in it that 
[ know of; no, sir. It would be all purchase of power. 


USE OF GENERATING AND TRANSMISSION PLANTS 


Mr. Cannon. Do you expect to fully utilize the generating and 
transmission plants in the coming year, 1957? 

Mr. Wricut. At the present time we are in a situation where to 
fully utilize them you would have to get about 85 percent total capac- 
ity out of them. 

Mr. Cannon. That is operating at full capacity? 

Mr. Wrieut. Taking total kilowatt-hours they could produce at 
full capacity to get proper utilization of them, we would need to get 
about 85 percent of that. We are getting right now, I would judge, 
in the order of 65 or 70 percent and we are increasing it as rapidly as 
we can on our load curve. Remember that when Congress changes 
directions, it requires some readjustment of troops. 


USE OF CONTINUING FUND 


Mr. Cannon. Last vear, Mr. Wright, vou told us you would need 
. little over six million dollars more in your continuing fund. I notice 
that you are winding up here with a balance of a half million dollars. 
So it is apparent you did not need the full amount, at least you did not 
use the full amount. How do you account for that change in plans? 

Mr. Wricur. I account for it by the very nature of this kind of 
estimating. For a Government Administrator of an operation of 
this kind to be sure he is going to get by he has to anticipate the worst 
situation in every line of his operation because it could happen. You 
could have the worst water vear, have the maximum requirement, 
have the highest maintenance and operation, have the highest replace- 

ients; in order not to be operating definitely with knowledge of a de- 
fe iency you have to put your estimate at what the maximum require- 
ment may be on you for that particular year in this operation. 

Mr. Cannon. It is a matter of accuracy of estimate rather than a 
matter of developments which have changed basic considerations? 

Mr. Wricut. That is correct. 
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DELIVERY OF POWER ON NORTHWESTERN CO-OP SYSTEM 


Mr. Cannon. Are you delivering power to the REA load centers 
on the Northwestern Cooperative System? 

Mr. Wricat. We are not, sir. 

Mr. Cannon. You are not delivering it at all, or 

Mr. Wricut. We are not delivering at load centers. We are 
delivering it off the main grid at Missouri City. 

Mr. Cannon. Why? 

Mr. Wricur. We had never leased the Northwest 69 kilovolt 
system and the direction of the committee was to adjust the rates or 
the costs in such a way that as near as practicable the cost at load 
centers of the cooperatives would be the same. It was proposed by 
the Department and Southwestern Power Administration that that 
be achieved in the revised rate schedule through a discount from 
load center to main grid. 

Mr. Cannon. Did the direction of the committee contribute to the 
best interests of the consumer? 

Mr. Wricur. The committee indicated 

Mr. Cannon. Did those specific directions at that time contribute 
to the best interests of the consumer? 

Mr. Wricut. The idea that this power should be delivered to all 
load centers at as near the same cost as possible, is in my mind to the 
advantage of the consumer and the well-being of the consumer. 

Mr. Cannon. The direction of the committee, then, was amiss? 
We went a little far afield in that respect on that one direction? 

Mr. Wricur. No;I do not think you went far afield. I think when 
you put the word “practical” in there you gave some flexibility in your 
direction and I think the Department and SPA has needed the time 
we are taking to do this to adjust our total financial picture to ac- 
complish the objective of the committee. 

Mr. Cannon. You think while they might not consider it practical 
at this time, it will be practical in the future? 

Mr. Wricur. I think we will come as near to it as we practically 
can. What I conceive you have done is say that you want a postage 
stamp rate but you want a different rate for different classes of service. 
If it is airmail service, you want one postage charge and if it is second- 
class matter, another charge; so that anybody who is getting service 
at a load center shall have approximately the same rate. We under- 
stand your direction and the Department, in working out its new 
rates, has attempted to solve the problem. SPA and the Department 
has attempted to solve that problem and the only question about the 
rates is not whether we are solving that problem but whether the 
total rate level is too high by extra financial obligation. 

Mr. Cannon. In the year 1957, if that is practical for the other 
generating and transmission plants, why would it not be practical for 
Northwest? 

Mr. Wricut. The difference between Northwest and the other G. 
and T.’s may be seen from this map. The closest hydropower to 
the Missouri area is practically at the southern boundary of Missouri. 
We can feasibly market hydropower to customers other than the 
G. and T.’s who do not have thermal power in the Central area, the 
KAMO area and the Sho-Me area, but when you get to the Northwest 
area, you get beyond the feasible marketing distance of hydropower 
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from the southern Missouri boundary and your total load in the 
Northwest area for all practical purposes will be carried by the 
\lissouri steam plant, with them feeding thermal power south and 
the hydro projects furnishing only standby in event of breakdown of 
a unit of the Missouri plant. 

Mr. Cannon. I am not in a position to measure distance. It looks 
as if Central is as far away as Northwestern. 

Mr. Wricut. The farthest point on Central is the closest point on 
Northwestern runs way up here to Iowa. 

Mr. Cannon. It is not on the map? 

Mr. Wricut. No, sir. It runs all the way from Missouri City on 
up north. 

Mr. Cannon. How far into Iowa does it run? 

Mr. Wricut. It does not run into lowa; runs up nearly to Iowa. 

Mr. Cannon. It does not cross the State line? 

Mr. Wricut. No, sir. We made that point perfectly clear with 
Northwestern in the original negotiations when the Government took 
the position it could not justify leasing the 69-kilowatt system of 
Northwestern, but to carry out the direction of the committee it is 
proposed that whatever rate schedule be adopted have a different 
level at the load center than it does off of the main grid and that the 
difference be related to cost of delivery from the main grid to load 
centers. We have determined that our overall cost of such delivery 
is about 2 mills per kilowatt-hour, including the company contracts. 

Mr, Cannon. You personally concurred in that decision? 

Mr. Wrieut. Yes, sir. 

Mr. Chairman, I would like to say this off the record. 

(Discussion off the record.) 

Mr. Cannon. Would you say there is a practical difficulty in de- 
livering to the Northwestern and REA load centers? 

Mr. Wricut. From the hydro plants; yes, sir. 

Mr. Cannon. A difficulty which does not apply to the other G. 


im 
and T..’s? 


Mr. Wricut. That is correct. It is strictly a difficulty of distance. 
ADDITIONAL CUSTOMERS 


Mr. Cannon. Last year you emphasized the fact that you would 
have trouble building your system up with the right kind of loads to 
sell enough power to give you an economic operation. But you 
seemed to have refused to consider serving additional customers such 
as the Northeastern Electric Cooperative and cities of Troy, Sedalia, 
and Tipton. That does not seem quite—— 

Mr. Wricut. That is not a correct statement, Mr. Chairman. 

Mr. Cannon. I thought surely not. Give us your views on that. 


NORTHEAST COOPERATIVE PROBLEM 


Mr. Wricut. The Northeast Cooperative is a separate G. and T. 
Cooperative which built a generating plant of its own of 15,000 kilo- 
watts consisting of two 7,500-kilowatt units, and a 69 line serving a 
number of cooperatives whose total load was 7,500 kilowatts, slightly 
less than 7,500, and the other unit was used to serve a Bureau of Mines 
project which has canceled its contract to take power from that 
cooperative and now buys from a utility company because of a cheaper 
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rate, 1am told. The Northeast Cooperative does not want me to sell 
them power, they want me to buy the entire output of one of their 
units which, of course, is a standby unit and want me to undertake 
some form of integrated operation with them which would lower 
their costs. 

We have attempted to try to help them find a market for this 
power, but I see no way T can integrate power into my system which 
has a cost of some 11 mills and integrate it in with this other power 
that I have and sell the power either for the present 5.6 rate or the 
7.71 rate proposed in the new rate schedule. 

There may be some answer to integration with them. The answer 
is not in my judgment anything like any contract we worked out with 
other people where the plant was designed to operate with the Govern- 
ment which this one was not designed to do. We have even gone so 
far as to try to work out a contract by which the city of Springfield, 
who have been delayed in their construction of their new plant, can 
go up and buy power from this Northeast Cooperative this summer, 
let him pump it into the Central system up here, which we have under 
lease, and we exchange that power back to Springfield and let these 
people make some money. We think we have an opportunity to do it. 

Mr. Cannon. They would be pumping into the pool on one side 
and you would be taking it out on the other. 

Mr. Wricur. The city of Springfield would be taking it out. 

Mr. Cannon. They have lately increased their rates up there. 
What justification was there for an increase in rates? 

Mr. Wricur. Northeast Cooperative probably had to increase 
their rates because they lost this Bureau of Mines load and they 
have one generating unit sitting idle. 

Mr. Cannon. How did they happen to lose that Bureau of Mines 
contract? 

Mr. Wricur. I imagine that contract, I do not know, but my 
assumption is that their contract with that load expired and the 
load found a cheaper place to buy power. 

Mr. Cannon. Why is their power higher than power elsewhere in 
the State? 

Mr. Wricur. About a half-dozen reasons. One is their units are 
very small. The second one is that the fuel—— 

Mr. Cannon. You mean there was a mistake in the original 
designing and engineering of the plant? 

Mr. Wricnr. Maybe not for the purpose which the plant was 
built for, but certainly for the purpose of integration with anybody 
there is a mistake. The fuel cost is higher than cost of total power 
in a number of the generating plants. 

Mr. Cannon. It is the fault of the plant, then, rather than the 
management of the plant? 

Mr. Wriacur. I do not know the management, I do not know any- 
thing about the management. I know the board of directors and the 
manager have had some pretty good slug-fests. They tried to get me 
in the middle of 1 or 2, but I did not get in. 

Mr. Cannon. My observation is when it is necessary to slug that 
you are pretty good yourself. 

Mr. Wricnr. I do not like to slug from the middle. 

Mr. Cannon. You have sufficient. power at this time and you told 
us, I think last year, that one of your difficulties was that you did not 
have markets for all the power that you could supply; is that still true? 
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Mr. Wricur. No, sir; I told the committee incorrectly last year, 
[ had less faith in this area and less faith in the people than is develop- 
ing to be the case. We are finding a restoration of this market much 
quicker than I had every hoped we could find it. In other words, I 
had thought people who had depended on the Government for service 
and had been tet down would be rather leery about coming back, but 
they were back before I got home from this committee and there are 
a number of people who want power. 


TROY AND SEDALIA 


Now, the city of Troy, which you mentioned, is 40 or 50 miles from 
= nearest line. I do not know whether a line can be justified to them 

not. That has to be studied. We would not have the capacity to 
serve Troy until the Table Rock Dam came in, in any event. The 
city of Sedalia and the cooperative at Sedalia is negotiating for a 
portion of their power supply from the Government now because there 
is a line they may be able to build to. 


CITY OF TIPTON 


The city of Tipton, I did not know wanted to buy power and the 
cooperative at Tipton has been served by Central’s extension of a line 

» Tipton. 

Mr. CANNON. ~~ certainly is a remarkable difference in your 
testimony last year, Mr. Wright, and this year. Last year you told us 
that you did not ‘iets enough outlets for your power and this year 
you tell us that vou have too many. Last year you had more power 
than there was demand and this year the demand is greater than the 
power. 

FULTON 


There are a number of small units up there. For example, I had a 
letter this morning from Fulton, Mo. Fulton, Mo., has a municipal 
plant but their load is increasing. They want additional power, want 
you to supplement them. They say that the hookup would require 
less than a mile of facility. 

Have they applied to you? 

Mr. Wrieurt. I do not believe they have recently, and I do not 
believe we have talked with them recently but I have no doubt that 
the letter to you is extremely accurate in their need, but I want you to 
understand my testimony last year. It is different and I am the first 
one to admit it is different. 

I told you last year that Congress, having told Southwestern to 
drop certain forms of contract and do something else, had occasioned 
Southwestern to tell lots of people we were not going to be able to 
serve them. 

Mr. Cannon. It was a result of a statement from Congress? 

Mr. Wricur. It was a result of an action Congress took which I 
refused for 8 hours last year to say was a bad action, as the Chairman 
will remember. 

Mr. Cannon. You finally agreed it was a bad action? 

Mr. Wricut. No, sir; I have not yet. I will not say an action of 
Congress is bad. I may say it was not in accordance with my recom- 
mendation. 
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Mr. Cannon. It was not in accordance with your recommendation? 

Mr. Wrieut. That is right. 

Mr. Cannon. It is still not in accordance with your recommenda- 
tion? 

Mr. Wricut. That is correct, but you have reactivated contracts 
which enables me to enter markets. 

I told you last year I did not think we would be able to develop those 
markets as rapidly, I thought we had lost a lot of years in marketing, 
but before we got home we had those cutomers waiting. They had 
more faith in it than I. The faith was not entirely faith. In many of 
these towns that need power they have ignored this program for years 
and they suddenly find out they have no way to vote bonds to get 
more powerplants, and the only place to get it is to come to us. Some 
of them would not let our salesmen in town that now want the power. 
That is fine. We are glad to see them kiss the book. 

Mr. Cannon. What could you do about Fulton? 

Mr. Wricur. I do not think we can serve Fulton until we get 
Table Rock Dam. I think we are going to have all we can do to 
handle the load growth of the customers we have now and -emergency 
eases. If Fulton was an emergency case that had to have 150 or 200 
kilowatts to get by we would probably hook them up. 

Mr. Cannon. You know Fulton has priority under the law. Are 
you supplying power to some nonpriority user that should be subject 
to a priority request? 


ARKANSAS-ALUMIMUM CO. CONTRACT 


Mr. Wricut. We are supplying it to one nonpriority customer 
under a long-term contract under the famous contract called the 
aluminum contract. 

Mr. Cannon. What is the life of that contract? 

Mr. Wricnr. Thirty years, | believe. 

Mr. Cannon. It still has some time to run? 

Mr. Wrigar. It still has at least 25 years to run. 

Mr. Cannon. Is not 30 a rather unusual term for a contract of that 
character? 

Mr. Wricur. Yes; it was and it was certainly an unusual term to 
have a contract without redetermination of rate provision without 
limitation. 

Mr. Cannon. Why was that contract made? 

Mr. Wricurt. I do not know. You will have to ask the former 
Secretary of the Interior. That is the one contract SPA has that I 
did not sign. 

Mr. Cannon. It was the Secretary of the Interior? 

Mr. Wrieur. His office negotiated it and signed it. 

Mr. Cannon. What would have been a reasonable length for that 
contract if he insisted on its being made? What would be a reasonable 
term for that character of contract? 

Mr. Wrieur. Thirty years would have been all right, if you had a 
rate redetermination every 3 years or 5 years, and if Congress provided 
additional dams promptly to make up for the capacity of Bull Shoals 
which it was said on the floor of Congress was being utilized in this 
contract, on the theory that additional dams would be provided to 
replace power used for the contract. 
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NEED FOR ADDITIONAL DAMS 


Mr. Cannon. Would Greer’s Ferry be a dam that would serve the 
purpose in that respect? 

Mr. Wricur. It would. Bull Shoals is located right at this green 
point on the map just north of Carter, Ark. Greer’s Ferry is located 
about 40 miles from there, near Heber Springs on the mid; lle fork of 
the Little Red River. Right here where the pointer is, is Greer’s 
Ferry and here is Bull Shoals. 

The obligation under the aluminum contract could be supplied 
from Greer’s Ferry or any other dam we elect. 

Mr. Cannon. You would advise construction of Greer’s Ferry Dam? 

Mr. Wricur. Mr. Chairman, I have testified that Table Rock, 
when it comes in, will do no more than handle load growth, that we 
are now limited to taking emergency additional power requirements 
on, in the Southwest. We will only handle load growth with Table 
Rock for about a year and a half and again the customers who are 
connected with the Government will have to find alternate sources 
of power, if vou do not build additional dams in that area. 

Mr. Cannon. What about Beaver Dam? 

Mr. Wricut. Beaver Dam is also in the area adjacent to the grid. 
Beaver is located right here near Bentonville, Ark. You will notice 
that one of the beautiful things about the grid the Government has 
seen fit to build there, is that there are a lot of dams awful close to it. 

Mr. Cannon. The construction, then, of Table Rock Dam, Beaver 
Dam, and Greer’s Ferry would all contribute to supply current which 
is not only needed now but will be even more imperatively needed 
in the future? 

Mr. Wriaur. I think that is definitely true and I think it willsupply 
current that the people who will use it are not now buying from any 
source other than the Government or producing their own. 

Mr. Cannon. Bull Shoals is quite an extensive project and it 
promises to supply a large amount of power, but there are units there 
which ean be added but which are not now contemplated would 
still further increase the capacity of that dam at a relatively lower cost. 
Why were those additional units not installed? 

Mr. Wricur. I assume they thought at the time, like maybe I did 
last year, that there was no market for the power. 

Mr. Cannon. What do you think about it now? 

Mr. Wricut. I have told you that I can market the power from 
anything you can build in the Southwest during the interval while 
you are “building it. 

Mr. Cannon. Then we should build the Greer’s Ferry Dam, we 
should build Beaver Dam, and we should put in every unit in Table 
Rock Dam that the engineering situation permits. 

Mr. Wricutr. Yes; and you should put every unit in the Bull 
Shoals Dam. 

Mr. Cannon. Are there still units that could be put in the Bull 
Shoals Dam? 

Mr. Wricut. Yes, sir. Bull Shoals was designed and constructed 
for eight units. They have only four in the dam. Now, when you 
complete Table Rock, which is under construction, the entire water 
conservation of Table Rock Dam will flow through the Bull Shoals 
Reservoir and be available for the Bull Shoals units. 
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Mr. Cannon. The two units that have been deferred at Table 
Rock should be immediately constructed? 

Mr. Wricut. I do not know what units have been deferred at 
Table Rock. 

Mr. Cannon. There have been two up there deferred at this time. 

Mr. Wricut. I think all of the units ought to be put in Bull Shoals 
and Table Rock and at least 2 more should be put in Bull Shoals at 
this time and at least 3 units put in Table Rock initially. 

Mr. Cannon. You could market all the power from them and from 
the Greer’s Ferry and from the Beaver Dam, if available? 

Mr. Wricur. You produce it and we will sell it, sir. The market is 
there for hydropower for peaking purposes in the Southwest. If I 
ever had any doubt on it, when a company as smart as Union Electric 
starts talking about 1,800,000 kilowatts for daily peaking, I have no 
fears of the future. 

Mr. Cannon. And the construction of added dams and _ these 
additional units would benefit that section of the country and benefit 
the individual consumer? 

Mr. Wricut. And all of the operating utilities as well; yes, sir. 

Mr. Cannon. And it would not in any way detract from the business 
and profits of the private utilities? 

Mr. Wricur. Not if it is continued to be marketed as it has in the 
past within the lines of cooperative endeavor. 

Mr. Cannon. It would take no markets from private utilities? 

Mr. Wricut. That is correct. The private utility capacity and 
this hydro capacity would be planned together to serve the total 
markets most efficiently. 


REINSTATEMENT OF ORIGINAL G. AND T. CO-OP CONTRACT 


Mr. Cannon. Last year we asked you to reinstate, reactivate, 
certain contracts. To what extent have you been able to comply? 

Mr. Wricut. Immediately upon passage of the legislation, the con- 
tracts for lease operation of facilities were reactivated by letter of 
agreement with Farmers Western in Oklahoma, with KAMO Cooper- 
ative in Oklahoma and Missouri and with Northwest Cooper- 
ative in Missouri and Central Cooperative in Missouri and at the re- 
quest of the Sho-Me Cooperative we entered into an interim contract 
providing that for a certain period of time no action would be taken 
on the activation of the contract, we would continue to deliver them 
power, which was at their request. 

All of the contracts were, therefore, reactivated with 4 G. and T. 
cooperatives of the 5 and negotiations were immediately undertaken 
for the amending of the contracts in line with the suggestion of the 
Congress. W hen we came to the point in those negotiations of re- 
solving the questions with the Comptroller General of the authority to 
do that, the question was submitted; when the Comptroller General’s 
reply was given we undertook negotiations immediately, leading to the 
completion of the amendment and those negotiations are under way 
now. 

We find that the cooperatives have ideas that perhaps were not in 
the picture before. The cooperatives would like to add in the con- 
tracts now, they tell me, a provision that if they find later on in the 
deal that they no longer want to lease the capacity to the Government 
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that they might have the right to withdraw it. There are quite a 
lot of items, Mr. Chairman, that are in negotiation and we have agreed 
upon a draft with the K AMO C ooperative which we hope will finalize 
in the next several weeks and act as a pattern for the rest of them. 
In my judgment it may be several months yet before the contracts are 
completely amended. 

Mr. Cannon. In the form in which you suggest the contract would 
be satisfactory to you, the contract would be satisfactory to South- 
western, the Department of the Interior, and to the cooperatives and 
their customers? 

Mr. Wricur. It would not be satisfactory to me or the South- 
western Power Administration, Mr. Chairman, but they would be in 
accord with the directives of Congress. Remember I[ told you I do 
not say Congress does anything wrong, but I would not recommend 
the provisions for inclusion in these contracts which Congress has 
asked we put in these amendments. 

Mr. Cannon. What feature of it? 


OPTION TO PURCHASE 


Mr. Wricurt. I do not think the option to purchase the system 
should have been canceled because I think it gave up in the contracts 
all the equity the Government acquired by these lease payments. 

Mr. Cannon. Mr. Wright, that is the one point on which this con- 
tract has been bitterly criticized by members of this committee 
that option to purchase? 

Mr. Wricut. | agree it has been criticized, but that does not make 
me agree with it. 

Mr. Cannon. You are not in sympathy with these members who 
criticized that section of the contract so vigorously last year? 

Mr. Wriaut. No, sir. [ am not in sympathy with any deal where 
[ am buying a house on time payments and the man selling me the 
house has a right 5 years from now to say ‘‘I have changed my mind, 
it has been rental payments you have been paying.” 


EFFECT ON CO-OPS OF CONTRACTS NOT REACTIVATED 


Mr. Cannon. Let me ask you, Mr. Wright, what would have been 
the result if you had not reactivated those contracts? What would 
have been the effect upon the cooperatives and their customers? 

Mr. Wricut. I think the cooperatives were in an impossible 
situation and were facing bankruptcy. 

Mr. Cannon. And their customers were facing an increase in 
rates? 

Mr. Wricur. Probably an increase which they could not bear. 

Mr. Cannon. So you consider, then, the reactivation of the con- 
tracts as—— 

Mr. Wricut. A good piece of business for the cooperatives and 
consumers, but not a good piece of business for the Government. 

Mr. Cannon. The Government has lost nothing by it? 


OPTION TO PURCHASE 


Mr. Wrieart. I think the Government has lost an equity in the 
system worth perhaps 50 or 60 million dollars. 
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Mr. Cannon. It has lost the option to buy, but it has not lost 
anything by maintaining the old rates? 

Mr. Wricurt. No, sir; I do not think the Government is put to any 
additional expense. But 10 years from now the generating and 
transmission cooperative loads may have grown to a point where it 
would be highly advantageous then to cancel the lease arrangements 
with the Government and say “We do not want any more of those 
lease arrangements, we will not agree to any new rates, we want a 
brand new contract now and the Government can whistle for its 
facilities to serve the town of Fulton, Mo.” 

Mr. Cannon. I am still a little uncertain, Mr. Wright, about your 
statement that the Government has lost equity. These plants and 
these facilities belong to the co-ops. They borrowed the money to 
construct them and they are amortizing them every year. They are 
paying it back. I do not see where the Government will lose any- 
thing. The Government will get back every cent it put in. 

Mr. Wricut. SPA, by these lease payments, will give the coopera- 
tives the money to pay the Government back, whatever it is. 

Mr. Cannon. Yes, and the co-ops are paying for everything they 
get. They are collecting from their customers and paying back at a 
regular rate of amortization the cost of every cent that the Govern- 
ment has loaned them. 

Mr. Wricut. They pay it back in this way. They will pay from 
their power bill to the SPA and out of that power bill paid to the 
SPA and all other power bills paid to the SPA we will turn around 
and send the cooperatives a check in the amount of the lease payment 
which they could even endorse and give to the REA Administrator. 

Mr. Cannon. You have not lost money by it. 

Mr. Wricut. That is right. 

Mr. Cannon. You got value received? 

Mr. Wricut. I agree. As long as that arrangement continues, as 
long as we had the use of the capacity of those facilities, then we 
would be assured of an equity, but if the cooperatives elect, and they 
‘an, without this option to purchase, to terminate this arrangement 
with the Government and we may have paid this lease payment 10 or 
15 years and then have nothing. I do not say the present people 
would do it, but let us say a bunch of stinkers gets in and say, ““We do 
not want this arrangement.”’ 

Mr. Cannon. That is very remote. You do not really anticipate 
the cooperatives ever taking advantage of you like that? 

Mr. Wricut. No, sir. I agree. 

Mr. Cannon. I agree with you there is no likelihood or probability 
of it. 

Mr. Wricut. I have heard of places where cooperative systems 
have been sold to private utilities and they might take advantage of me. 

Mr. Cannon. As long as we treat the cooperatives fairly they are 
going to be able to fight the utilities off. Utilities are trying to take 
them over. Utilities want to establish a complete monopoly under 
which they will control the manufacture and distribution of electric 
power in the entire United States. And having a monopoly, they 
will make their own rates and, of course, we know that, judging by 
past experience, they will charge all the traffic will bear which means 
enormous profits. 
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However, as long as the cooperatives are permitted a fair contract 
such as they have now, there is no possibility of the Government 
losing anything or Southwestern losing anything. 


ARKANSAS ELECTRIC CO-OP CONTRACT 


You told us there were existing contracts between SPA and the 
Arkansas Electric at the time the public works bill became law last 
vear. This contract was similar to the one between Central and 
Southwestern, or was it? 

Mr. Wricur. Yes, sir; it was similar between Central and SPA and 
Northwestern and SPA, and KAMO and SPA 

Mr. Cannon. You decided that this contract was not to be honored 
when the others were reinstated. I was a bit puzzled as to why you 
should make that distinction. 

Mr. Wriaeur. I did not decide that. The contract itself said that 
if the cooperatives had not completed their plant and their system by 
July 1 of 1955, I believe the date was, that the contract was terminated 
and had no further force and effect by its own terms. 

Mr. Cannon. Why should the contract not be reinstated and all 
treated alike? 

Mr. Wricut. I wish to explain to you, if I may, why. The Supreme 
Court of Arkansas had held for many years that this cooperative had 
no right to enter into this contract and had no right to carry it out 
and the cooperative was forbidden to carry it out, to use the loan 
for construction of the plant, or to build the lines. When the Legisla- 
ture of Arkansas met—I believe it was last year—they passed a new 
law overriding the State supreme court decision, but this did not 
activate a contract which had eee expired by its own terms. 

If you proceeded with arrangements with the Arkansas Electric 
Co-op, you would have to negotiate a new contract. It could be a 
similar contract. 

Mr. Cannon. Why should that not be done? It seems that would 
be the most reasonable thing in the world, treat everybody alike. 

Mr. Wricut. I will tell you why, in my judgment, it should not 
be similar to the ones amended as Congress recommended. I would 
not recommend to the Department a contract under which the 
Government undertook a total financial obligation of the repayment 
of a system and total financial obligation of integration of a thermal 
generating plant without acquiring an equity and a guaranty that 
the Government’s business rights in that would be protected. 

Mr. Cannon. In other words, you think this clause, which was 
objected to by members of this committee last year and shih is 
being removed, should be retained? 

Mr. Wricur. In my judgment, if you are going to pay for a house 
in monthly payments you ought to have the right to buy that house 
as long as you keep your monthly payments up. That is the thing, 
| have been criticized for putting that option in, that I was trying 
to build a power empire. Certainly not for myself. I will not be 
here when it is here. 

Mr. Cannon. Of all the ridiculous things I have ever heard—is 
the charge that the Government is going to try to build a power 
empire. Most ridiculous. As you have said, and I think everybody 
else would say—lI do not believe there is a man in this Congress who 
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would approve of a Government monopoly of production and distri- 
bution of power. And I think that there is hardly a man in the Con- 
gress that would vote to give the public utilities more than the ratio 
you stated a while ago, 10-90, 50-50, depending on topography of 
the country in which it operated. 

As you say, you know of no purpose or possibility of establishing 
an electric empire in which you would be the ezar or in which any 
other man would occupy a position of arbitrary control. 

Mr. Wricut. I do not think so as long as the Congress of the United 
States has the review of it, but I am not so completely confident that 
the purpose behind this could not be entirely different from the pur- 
pose I had, which was to protect the equity of the Government who 
made payments for a certain system based on the cost of that system. 
And the option to purchase was for that reason and that reason alone. 
A perpetual right to use the system or perpetual right of some other 
kind might give the Government an equity, but I do not feel it is in 
these contracts as we have been directed to amend them. 


NEW RATE SCHEDULES 


Mr. Cannon. You have not yet filed with the Federal Power Com- 
mission new rate schedules on which you were working? 

Mr. Wriacurt. No, sir, we have submitted it to the Department of 
the Interior and they have approved it, but at the request of certain 
committees of Congress the Secretary, I believe, has delayed filing 
that, until the date of May 7 

Mr. Cannon. You have made a study to determine how long it 
would take for SPA to pay out the same cost of power as used in the 
rate schedule, if you used the present rate A schedule with discounts 
comparable to those used above? 

Mr. Wricur. If you retain the present A schedule, the system would 
pay out, and our rate specialist estimated it would take about 78 
years, but that is based upon the fact that the G. and T. systems 
would be paid out in 35 years and that we would get the continued 
use of them by payment of only maintenance and operation costs and 
with the contracts as amended, I am sure, if I was a cooperative, 
you would not get the continued use of them for payment of main- 
tenance and operation cost. I would go in then and ask you for the 
rate on the main grid and move it out myself. 

Mr. Cannon. How about the A schedule with the discount pro- 
posed in the new schedule? 

Mr. Wriacur. The A schedule of discounts proposed in the new 
schedule I doubt would pay out in the amortization period. Jt might 
pay out in a very long amortization period, if you apply this discount 
on the A schedule; but I doubt it. 

Mr. Cannon. To give us a clear understanding of that, your rate 
proposal consists of a discount rate, with a certain discount under 
this basic rate for power delivered under certain conditions? 

Mr. Wricur. Let me see if I can clarify that for you. If you will 
take the rate I have handed the committee, with all of the four rates 
on the first page on this sheet with the red line on it, that is the type 
of basic rate proposed by the Southwestern Power Administration to 
the Department of the Interior. You will notice at 50 percent load 
factor, you will see that the base rate is 7.71 at the load centers with 
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a 2-mill discount, or 5.71 if brought back to the common main grid, 
and half a mill further discount, if transmission is supplied by the 
customer. If you took that rate and lowered that 7.71 down to the 
5.6 level now applicable in the A rate, you might pay out if you tilted 
that rate up and charged the companies what they are being charged 
under the contracts now. In other words, the A rate would not apply 
in the area above 200 hours. You might pay out in the 100-year 
ee period, because that would ‘reduce your total obligation 
by about $1,200,000 a year and on the amount ‘of power involved in 
this, that would be just about the difference between 7.71 and 6 mills. 
| think the A rate if changed to 6 mills might pay out with the dis- 
count in 100 years. 

Mr. Cannon. The A rate changed to 6 mills would include the 
discount? 

Mr. Wricur. No, sir; that would be the top level A rate. 

Mr. Cannon. And the discount would be taken off that? 

Mr. Wricur. Off that. It would probably pay out in 100 years, 
provided you utilized your interchange to adjust with the companies 
m the area above 200 hours, or less than 200 hours delivery. That, 
of course, is what we try to do. 

Mr. Cannon. How do you justify changing the rate based on this 
discount feature? 

Mr. Wricur. If my groceryman tells me I have to pay my bill in 
50 years, and my bill is so much, then that is the price I have to charge 
for my tomatoes to pay him. There is no quarrel, so far as I know, 
about the level of this rate, other than the amount of the financial 
obligation that has to be repaid, and the Comptroller General has 
told Congress every year that Congress ought to do something about 
that. I did not tell you, but he did. 

Mr. Cannon. The discount to a certain extent dims our outlook. 
Are there other formulas you could use without the discount? 

Mr. Wricur. I know of no other formula that would let us serve 
the load centers of the Northwest at the same price as we serve the 
load centers of Central, unless you let the Northwest buy at a different 
price on the main grid than Central buys it at the load center. 

Mr. Cannon. I notice in your new rate schedule you provide that 
the new rate should not apply to certain contracts with private 
utilities. You did not name the utilities. What are the utilities to 
which you would not want to apply it? 

Mr. Wricut. That would be the Southwestern Gas & Electric 
contract, and the Oklahoma contract, and the Texas Power & Light 
contract. 

Mr. Cannon. In what respect do they differ from the others? 

Mr. Wricur. They all purchase their power in a fashion which 
would entitle them to the maximum discount and for 200 hours of 
power; they are now paying 7 mills a kilowatt-hour and the company 
rate, and under the revised rate, it would enable them to buy that 
power for 6.55 mills, or a lesser rate. And I think rates can be nego- 
tiated with the companies, which they will be willing to pay on the 
main grid for about the same price called for in this new rate at the 
load centers. 

Mr. Cannon. Do you include the Brazos? 
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Mr. Wricur. I did not include the Whitney contract. That 
should have been included. That is the contract with the Brazos 
River Transmission Cooperative, which is an REA. 

Mr. Cannon. I may have misunderstood you, but it seems to me 
you indicated these private utilities which you have enumerated got 
a lower rate. 

Mr. Wricut. No, sir; they pay a higher rate. 

Mr. Cannon. And you say that does not include the Brazos 
Electric Power Cooperative in Texas? 

Mr. Wricut. Their rate would not be affected by this new rate, 
because they are buying the entire output of Whitney Dam at about 
11 mills per kilowatt-hour. 

Mr. Cannon. Those particular utilities are now higher and have 
been higher all along; but, under the new schedule, they would be 
less than they are now; is that true? 

Mr. Wricut. That is true, but we state that the new schedule 
will not apply to them. We have asked the Commission to exclude 
those contracts. 

Mr. Cannon. That means they will pay more; that the new 
schedule will not apply, and they will continue to pay more? 

Mr. Wricut. That is correct. 

Mr. Cannon. How did you arrive at a list which excluded these 
and which did not exclude others? Who made the decision on that; 
who decided which should be included and which should not be 
included? 

Mr. Wricut. The Southwestern Power Administration, wherever 
a contract might have been to our financial disadvantage to adjust 
the rate on contracts with private companies, we elected not to do it. 
We hope to negotiate new rates with them that will be considerably 
higher than those based on the rate in those exchange contracts; but, 
in submitting this rate, we did not feel it should be held up for negoti- 
ating new rates with the company when they were already paying a 
higher rate than this new rate calls for. I hope for as adjustment of 
the rates with the companies. I am getting tired of the criticism 
of these contracts. I want the committee to understand that the rate 
schedule A is not in the company contracts. In the company con- 
tracts, each one is a special rate approved by the Federal Power Com- 
mission for that particular contract, and they would not be under 
this rate A. We have to submit separate complete rates for each 
contract, and would do so if we desired to change the company’s 
contract. 

Mr. Cannon. But you do use a schedule which applies to all and 
to which you have made various exemptions. The schedule adopted 
will apply generally? 

Mr. Wricur. It will apply generally where the customer takes 
primarily his power supply from the Government. We may have 
peaking contracts in which the rates worked out in the contracts will 
be higher than this general schedule. In no case do I believe they 
will be lower. 

Mr. Cannon. How about the Arkansas concern which supplies 
the Reynolds Aluminum people? 

Mr. Wriaurt. In that one, all bets are off, because the contract 
was made for a long time with only a limited rate adjustment possible 
under the contract. 
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Mr. Cannon. Who made it? 

Mr. Wricut. It was signed by Mr. Oscar Chapman, Secretary of 
the Interior, and negotiated in his office, I believe, by the then Under 
Secretary of the Interior Searles. 

Mr. Cannon. What is the term of that contract? 

Mr. Wricur. Thirty years. 
| Mr. Taper. When was it made? 
| Mr. Wricut. That was made and signed, I believe, in 1952— 
| 


| 
| 


January 29, 1952, was the date of the contract. 

Mr. Cannon. It was a war contract. We were at war and alumi- 
num for planes was in short supply. These discount features are 
: what complicates the situation here. I see it and still it is to a 
certain extent a confusing factor. How does this discount feature in 
the proposed new rate work out? 

Mr. Wrieut. I did not get that. 

Mr. Cannon. How does this discount feature in the new rate work 
out; how does it operate? 

Mr. Wricut. It would operate this way. You take the Sho-Me 
Power Corp., which would be a very good example, if Sho-Me elects 
to retain their 69-kilowatt system and. operate themselves—— 

Mr. Cannon. Does it apply only to Sho-Me? 

Mr. Wricut. This rate would operate the same to anybody. If 
Sho-Me took service from the Government and the Government 
leased the 69 kilowatt system and Sho-Me took service at the load 

center, there would be no discount; but if Sho-Me operated their 
own 69 kilowatt system and took service at the main grid at Maries 
and Mansfield, if it took service at those two points on the main 
erid at 69,000 volts, it would get a 2-mill discount. If it took service 
at 164,000 volts it would get an additional discount of 5 percent, 
because they furnish their own transmission to farmers. 

Mr. Cannon. Why was not that provision included in schedule A? 

Mr. Wrieut. Because it did not make any distinction between 
airmail and first class mail, and when the committee directed us to 
deliver to everybody at the load centers at approximately the same 
rate, they are asking us to give everybody who takes airmail the same 

rate, and anybody not taking airmail is therefore entitled to a different 

rate; because some people may own lines that get it from our grid to 
their load centers, and other people may not own them. To get 

them all the same, if the fellow owns his own line, you have to give a 

discount because he is bearing part of the expense of getting it. 

Mr. Cannon. The G. and T. people own their own lines? 

Mr. Wrienr. Yes; but they lease to us. We have to pay for that. 

Mr. Cannon. Does this new schedule work a hardship on the 
G. and T. cooperatives? 

Mr. Wricur. No, sir. 

Mr. Cannon. They are now allowed the rates which are given 

‘thers here. 

Mr. W right. Yes; they are. 

Mr. Cannon. There is no sacrifice on the part of the G. and T. 
rates in this new schedule. 

Mr. Wricut. No, sir. Let me show you why I say that. The 
Central Cooperative would have the election with us, of taking 
delivery at their load center at 7.71, or taking delivery at Chamois, 
and earning the 5.71 rate, whichever they wanted to do. 
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Mr. Cannon. We have had an investigation by a very competent 
team which is still in the field, and their investigation shows that the 
result of this schedule will increase the G. and T. cooperatives from 
the present A rate. 

Mr. Wriaut. Yes. 

Mr. Cannon. For example, the Brazos people, the Deep East 
Texas, Fannin, Farmers, Grayson-Collin, Hunt-Collin, Kaufman, and 
Sam Houston, Tex., Cooperative, all have an increase of 1.2; but the 
G. and T. cooperatives, including Central and Southwestern Farmers, 
KAMO, Electric Power Cooperative and Northwest have an increase 
of 2.19. So you are increasing G. and T. more than you are increasing 
the customers under the Texas Power & Light contract. 

Mr. Wricur. Let us have a look at the two contracts. North- 
western would not have all of the increase; N. W. would have the full 
discount. 

Mr. Cannon. I do not want to include Northwestern; I merely in- 
clude the KAMO, the Western, Farmers, and the Central Electric. 
Each one of those will be increased 2.19. 

Mr. Wricut. That is correct. 

Mr. Cannon. And these others under the Texas Power & Light 
contract will only be increased 1.2. 

Mr. Wricur. That is correct. The reason for it is this: To get 
power from the main grid at the Farmers, and to get power from the 
main grid at Central, and to get power from the main grid at KAMO 
will cost in excess of 3 mills. In the case of getting power through 
the Texas contract, it does not cost a cent. So the discount provides 
if we have no wheeling charge with a private utility company, they 
earn a discount. 

Mr. Cannon. The net result, the net effect is that when this sched- 
ule gees into operation, the G. and T. people are penalized? 

Mr. Wricut. The G. and T. people will pay the maximum rate, 
because we are tying all of the cost of moving it from the main grid 
out to their load centers. They would earn no discount. 

Mr. Cannon. The net result is that they pay more under the new 
schedule than they have paid under the old schedule? 

Mr. Wricur. That is correct. 

Mr. Cannon. And they are going to pay more proportionately. 

I notice the customers under the Oklahoma Company’s contract 
are charged 2.20 at Fort Sill, Okla., while the customers under the 
Sooner Cooperative contract only pay 0.00833. It is so small, that 
you have got to go into five figures to show how small it is. 

Mr. Wriaut. I do not know where you get your figures; but, in my 
judgment, under this contract, the cooperatives served through the 
Oklahoma contract in southeastern Oklahoma, of which there are six, 
will pay 7.71 mills per kilowatt-hour. They will not earn a discount. 

Mr. Cannon. This report shows that they will pay less—0.00833. 
On the other hand, under the contract of the G. and T. cooperative 
system, including Arkansas, Kansas, Oklahoma, and Missouri, the 
rate will be 2.187. There is a wide discrepancy. 

Mr. Wricur. I agree with you that the gentlemen you have had 
study these rates are very competent, and they got all of their informa- 
tion from us, so far as I know. 

Mr. Cannon. It is bound to be reliable if they got it from you. 
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Mr. Wricut. I am going to state further I think they misunder- 
stood something, because we intend to bill Oklahoma Cooperative 
7.71 for that power, at this new rate. If they elected to combine 
together, and buy their power off of the main grid, and move it at 
their own expense, then they would earn a discount of 2.5 mills and 
would pay less; but they would have the cost of moving it from the 
main grid out to the load centers. And Central does not have any 
such cost as that. 

Mr. Cannon. We will ask these men to see you. 

Mr. Wricur. I will be very happy to see them. 

Mr. Cannon. Then you can go into the matter fully on both sides. 
But the report we have here is that G. and T. was materially penalized. 

Mr. Wricut. I am sure they are not, because they would have the 
election of buying either way they wish to buy. If they wish to pay 
the expense of moving it out from the grid themselves, they would 
have the right to buy it at the grid, and earn the discount. As a 
matter of fact, that is what the Department wanted them to do. 


Turspay, May 1, 1956. 
SPA POWER SUPPLY AND DEMAND 


Mr. Cannon. Mr. Wright, continuing our inquiry of yesterday 
morning, I was surprised at your statement that whereas you had 
surplus power for distribution the last time you appeared before us 
just a few months ago, you now have more demand than you can 
supply. In your last statement you had more power than you could 
market, and now you have more demands than you can fill. What 
new customers have you taken on since you were before the committee 
last? 

Mr. Wricat. Mr.-Chairman, we are taking on the new customers 
of, I think, the city of Paris, Ark. and we are negotiating with the 
Cooperative of Sedalia, Mo. 

Mr. Cannon. You are negotiating, but have you taken them on 
vet? 

Mr. Wricut. We have not taken them on, but that is the utiliza- 
tion of the power we have available, which I did not anticipate last 
time. J assume that was your question? 

Mr. Cannon. You have taken on the Paris contract? 

Mr. Wriexr. The Paris contract has actually been signed. 

Mr. Cannon. It has not vet gone into effect? 

Mr. Wricut. I am not sure as to whether service has started, but 
it will be prior to the summer months. 

El Dorado Springs, Mo., is being negotiated with. 

Mr. Cannon. That contract has not yet been consummated? 

Mr. Wricut. That is correct. The city of Springfield, Mo., due to 
the fact that the We ‘stinghouse strike de ‘layed the construction of their 
plant, is probably going to have almost twice as much power from us 
du ring the coming summer, as anticipated when I appeared before 
the committee last year. 

Mr. Cannon. But they will get that from Northeastern? 

Mr. Wricut. Only a small part of it. 

Mr. Cannon. Why not all of their demands, because Northeastern 
has more power than they can market. 
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Mr. Wrieat. I will explain to you why, Mr. Chairman. We are 
serving the city of Springfield 15,000 kilowatts. 

Mr. Cannon. At the present time? 

Mr. Wricut. That is right. They anticipate they will need 35,000 
kilowatts during the coming summer. They expect to get 7,500 
kilowatts of that additional from Northeastern. The balance of it 
will have to come from us to get Springfield through the coming 
summer, which will be about 13,000 or 14,000 kilowatts more. Every 
single one of the G. and T. loads are growing faster than we anticipated 
that they would grow when I appeared before you last year, as is the 
load growth of every other customer. Furthermore, some of the 
customers that we serve had purchased a part of their power require- 
ments from the companies during the period when we didn’t have it. 
They now want to buy it all from the Government, and most of them 
have come in and amended their contracts to take it from us, and the 
companies have released them back to us. The companies prefer that 
they take it from us, so that there be no such thing as split billing on 
the system. 

Now, that has accounted for the tremendously quick restoration of 
SPA’s market which I told the committee I feared would not happen. 

Mr. Cannon. But the only new customer that you have really 
taken on is Paris, Ark. All the rest were customers at the time you 
were before us last time? 

Mr. Wrieuar. That is correct—with the exception of the city of 
Springfield in that the demand is considerably larger. Lamar, Mo., 
for example, almost doubled what they had from us. 

Herman almost doubled what they had from us last year and I 
had no way of knowing that this is going to happen. I told you that 
when I came in here I did not know that Fulton, Mo., wanted power. 
I believe you were the first one to tell me that. 

Mr. Cannon. Is Herman securing all the power that they require? 

Mr. Wricut. Herman is securing all the power that they require 
now, except that the city would like to have an assurance of having 
enough power to be able to serve the entire city because the service 
by the utility company in the city is being rendered without a fran- 
chise, as it has for many years. The city desires to eliminate that 
system in the city, which they tell me they will be able to do if they 
have enough power to supply the whole city, and they can assure the 
Utility Commissioner of Missouri that we can do that. 

Mr. Cannon. You are familiar with the history of Herman; are you? 

Mr. Wricut. Yes, and we are prepared to increase power to Herman 
just as soon as the mayor tells me how much he wants. 


SERVICE TO NORTHWESTERN CO-OP 


Mr. Cannon. You are now operating the Northwestern steam plant 
at Missouri City? 

Mr. Wricut. No, we neither lease nor operate it. We buy the 
output of the steam plant. They operate it and deliver power to 
us upon the schedules submitted to them by the Government. 

Mr. Cannon. Now, you have an option on it? 

a Wricut. No, sir; we never did have an option on the steam 
pliant. 

Mr. Cannon. Could you have it if you wanted it? 
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Mr. Wricut. No, sir. I don’t believe they would give it to us. 

Mr. Cannon. But you control it absolutely by purchasing the 
entire output? 

Mr. Wricutr. We control the amount of the output; that is correct. 

Mr. Cannon. You get everything they deliver? 

Mr. Wrieut. That is correct. 

Mr. Cannon. Now, you are delivering power to that plant 200 
miles away. Is that about 200 miles away from you? 

Mr. Wricurt. Yes, it is about 200 miles. The only time we deliver 
power to Missouri City from the hydro project is when one of the units 
at Missouri City is down for repair. The rest of the time the capacity 
at Missouri City exceeds the power requirements north of that point 
and actually power flows south from Missouri City into the Kamo 
system, except when the unit is down for repairs. 

Mr. Cannon. You have no technical difficulties in delivering power 
there when it is necessary? 

Mr. Wricur. No, sir; outside of the excessive loss. 

Mr. Cannon. Well, you told us yesterday that you couldn’t supply 
those outlying consumers up close to the lowa line because this was 
too great for your plant, but they would not be supplied from your 
plant, they would be supplied from the Missouri City plant. Why 
would it not be practical to supply them from the Missouri City 
plant? 

Mr. Wricut. The Missouri City plant has an installed capacity of 
40,000 kilowatts. The present load of the N. W. cooperative is 
approximately 25,000 kilowatts. The N. W. estimated load within 
about 5 years will be the entire capacity of their plant, and they 
would have to move the power from the hydro dams up there. There 
would be no capacity in the N. W. plants to supply those loads and 
in my judgment that is too far to move the power economically and 
feasibly. We have held that position, sir, ever since we undertook 
negotiations with the N. W. Cooperative. 


OPPOSITION TO G. AND T. CONTRACTS 


Mr. Cannon. Have you noticed any evidence of any attempt or 
desire on the part of the companies to take over the public systems? 

Mr. Wricut. You mean take them over in the Southwest? No, 
sir. I don’t think I noticed any attempt to take them over. I 
noticed Union Electric has acquired some of the smaller companies 
in central Missouri, but I have seen nothing that I consider an attempt 
by the utilities to take over any public systems there. 

Mr. Cannon. How did you interpret the suits that were brought 
by the private utility systems of Missouri to interfere with the 
operation of the G. and T. cooperatives? 

Mr. Wricut. They never made any secret of the fact they did 
not like the contracts the generating cooperatives had entered into. 
They made every effort to prevent those contracts from going into 
effect. Contrary to that, the companies of Oklahoma had no objec- 
tion to the contracts which the Government had with generating co- 
operatives of Oklahoma, and our contract with the Oklahoma com- 
panies was negotiated with the idea of utilizing that system in our 
contract with the Oklahoma companies. 
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Mr. Cannon. Not satisfied with the decision in the lower courts, 
they carried it on to the upper courts to secure a decision which would 
eventually have destroved the G. and T.’s? 

Mr. Wricur. The decision would have prevented any integration 
contemplated between the Government and the cooperatives and in 
my judgment, when you destroy that integration, it would have been 
fatal financially to those cooperatives, unless the companies would 
have been willing to make an integration with them. 

Mr. Cannon. We gave them more than a year to make a reason- 
able rate, and they refused to make a reasonable rate, a rate under 
which the G. and T.’s could survive. 

Mr. Wricur. Mr. Chairman, I have always been of the opinion 
that if the company contract had been entered into, our problems 
with the generating cooperatives would have been much simplified. 
I regret we did not establish through the 12 company contract the 
same relationship we have in the State of Oklahoma and the State 
of Texas, where we do not have the problems you have in Missouri. 

Mr. Cannon. But it is very evident the 12 utilities used every 
effort within their power to destroy REA and other public utilities. 
Now, what is the attitude of the private utilities toward the annul- 
ment of the contract which the Government had with the private 
G. and T. companies? 

Mr. Wricur. I don’t know their attitude at this time. I assume 
that they are accepting the fact that the contracts are reactivated 
and that the Government will, in line with the directions of Congress, 
carry out the directions of Congress. 

Mr. Cannon. Yes; but it is a necessary agreement. It is not a 
voluntary agreement. 

Mr. Wriaeur. I think that is true, but, as I testified before the 
Senate, they would need a shotgun. 

Mr. Cannon. You also testified that unless Congress had come to 
the aid, at least, of the cooperatives and had reactivated the original 
contracts which the Government had entered into with them, that 
it would have caused their bankruptcy? 

Mr. Wricur. That is correct. 

Mr. Cannon. In the event of their bankruptcy, when they were 
put up for sale under the sheriff’s hammer, who would have bought 
them in? 

Mr. Wrieur. I don’t think they would have been put up under the 
sheriff’s hammer, but I think REA would have taken control of the 
properties and I assume REA would have been able to, since it is a 
Government agency, to merge under the Interior Department, under 
another Government agency, and do a pretty good job of bringing the 
thing out of trouble. 

Mr. Cannon. The Interior Department has never shown a favor- 
able attitude. The Interior Department has opposed the reactivation 
and has established a policy, since you wrote me, of refusing to enter 
into a similar contract with anybody else, although there are others 
which would come in under the same category. 

Mr. Wrieutr. The Department of Interior has been quite frank 
about its decision on the contracts. My statement related to what 
happened if it went under the sheriff’s hammer. I assume that REA 
would have made arrangements for the operation of the system in 
such a way they could have been successfully operated with other 
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Government operations in that area, and would not have been sold 
out to the utility companies. I don’t think that would have happened. 

Mr. Cannon. In case it had happened, under the sponsorship of the 
Department of the Interior, who would have bought it? 

Mr. Wriaurt. Oh, I think there are lots of people who would have 
bought them. 

Mr. Cannon. You know very well they would have been bought by 
the private utilities? 

Mr. Wriaurt. I think the utilities in the immediate area would have 
bought them. 

Mr. Cannon. In other words, the private utilities were trying to 
destroy REA. Every evidence points toward that. They have taken 
every movement which was open to them adverse to the continuation 
of REA and TVA. 

Mr. Wricut. They stated in negotiation with the Government they 
were willing to sign at one time a 12-company contract which would 
have completed the integration of the Government and their systems 
in the Southwest and would have provided the relationship which 
would have permitted the integration with G. and T. cooperatives. 
In my judgment, as soon as the people saw it work as they have seen 
it work in Texas and Oklahoma, it would have stopped the fight, and 
the companies were sincere in negotiating that 12-company contract, 
and they were ready to sign it and I recommend it to the Secretary of 
the Interior and he didn’t approve it. I think it was the greatest 
mistake in power ever made in the Southwest, and I have said that a 
half a dozen times. 

Mr. Cannon. How do you account for the Secretary of the Interior 
failing to approve it? 

Mr. Wricut. He just didn’t happen to agree with it. He just 
thought it was not the thing to do, and I think he was perfectly sin- 
cere in his beliefs. I think he made a mistake . 

Mr. Jensen. Mr. Chairman, who was the Secretary of the Interior? 

Mr. Wricat. Mr. Chapman. 


PROPOSED NEW RATE SCHEDULE 


Mr. Cannon. It should also be noted that we were at war and this 
was a war contract. Under your proposed rate schedule, which you 
discussed with us yesterday, those who use the peaking power will 
enjoy a slight reduction, I believe; isn’t that what you told us? 

Mr. Wricut. No; those who use the peaking power will pay 
‘xactly the same rate as anybody else using power. It depends on 
where they buy it, whether on the main grid or out at the load center. 
The different rates and discounts are acquired by where they get it. 
[ might clarify that a little bit for the committtee, if I showed you 
exactly what is involved in that. 

Take, for example, the Central Cooperative. To move the power 
from the main grid here at Jefferson City out through the 69-kilovolt 
systems, with the present cooperative load on Central of 14,000 
kilowatts, costs the Government 5 mills a kilowatt-hour. If we get 
the system loaded to 20,000 kilowatts it will cost the Government 3.3 
mills a kilowatt-hour, and if we load the system to 30,000 kilowatts, 
which it will be in 10 years, then we will move the power out for 
about 2.5 mills. That is the discount the Department recommends, 
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so this cooperative then, in that case, could operate its own system 
and buy power on its main grid if it so elected, and come out exactly 
the same if the Government was leasing the system. Now, in case 
of Kamo Cooperative, with a present load of 27,500 kilowatts, it 
costs 4.44 mills to move it up here. If they double their present load, 
which they will do in about 10 years, it will cost them 2.24 mills to 
move it out. 

Now the cooperatives know this, and that is why they want to put 
a provision in this amendment that they have the election, and we have 
none. My objection to it stems from that difference and the gamble 
we have assumed, that if they get enough load on their systems so 
that the discount is a better financial deal than our paying the lease 
payments, they can elect to take it. They all want that provision, 
because they know they are going to be there in about 10 years. 

The cost, for example, right now, on western farmers, is 3.8 mills a 
kilowatt-hour. Now, if they double their load on that system, which 
they will do in less than 10 years, then their costs will be 1.9 and it 
would be better for them to take a 2%-mill discount and incur a cost 
of 1.9 mills. 

PEAKING POWER DISTRIBUTION 


Mr. Cannon. Who uses the bulk of that peaking power? 

Mr. Wricut. Who uses the bulk of the peaking power? The bulk 
of our peaking power, I filed a report yesterday, which shows exactly 
who uses it and I have estimates here and I believe I can fairly well 
estimate the percentage on that. Maybe I can do it without even 
looking at this book: 150,000 kilowatts out of 640,000 goes to the 
aluminum plant. Twenty-six thousand kilowatts of the capacity. 
and none of the energy, goes to the Oklahoma companies; 10,000 
kilowatts of the capacity and none of the energy, goes to the Texas 
companies; 12,000 kilowatts of the capacity, none of the energy, goes 
to the Southwestern Gas & Electric Co. All of the rest of the capacity 
goes to preferred customers. 

Mr. Cannon. Now that is a total of how much? 

Mr. Wriaut. We have a total of 642,000 and we are using 150,000 
of that for the aluminum plant, and using 26,000 of it in the Oklahoma 
contracts, and we are using 10,000 in the Texas contract and we are 
using 12,000 in the Narrows Dam contract with the Southwestern Gas 
& Electric Co., and all of the rest of it goes to preferred customers. 

Mr. Cannon. How much is the rest of it? 

Mr. Wricur. Whatever that is left from 640,000. I haven’t 
added it up. 

Mr. JENSEN. 444,000. 

Mr. Cannon. Now, your capacity there is 642,000? 

Mr. Wriaut. I make that 544,000 kilowatts. 

Mr. Cannon. 642,000 is your capacity. How much are your actual 
sales to priority customers? 

Mr. Wrigur. My actual sales right now are probably 40,000 or 
50,000 less than that to preferred customers. I would say that my 
sales right now are 400,000 to preferred customers and 198,000 kilo- 
watts to nonpreferred customers. 

Mr. JENSEN. 198,000. 

Mr. Wricut. Yes, 198,000 to nonpreferred customers and about 
40,000 of it is uncommitted at the present time, in load growth, 
which will be committed during the coming year in load growth. 
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Mr. Cannon. This allocation of aluminum load—is that preferred 
or nonpreferred? 

Mr. Wricut. The aluminum load is nonpreferred. That makes 
up 150 of the 198. What we are swapping in the Oklahoma contract 
is 26,000 kilowatts of capacity for the firming up of energy to make the 
total power available for the preference customers. 

Mr. Cannon. Are you talking now about firming power or about 
the total output? 

Mr. Wricut. I am talking about taking the peaking power we 
have and the peaking capacity we have- —which is all we have—and 
trading that with somebody for the continuous energy that we need 
to serve a preference customer, delivered out where we need it, to 
serve the preference customer, which is what we do in the Oklahoma 
contract. 

In other words, we are serving all the golden dots on this map in 
Oklahoma through the Oklahoma company contract, and for every 
kilowatt of capacity the Oklahoma companies deliver to us we deliver 
them 1.65 kilowatts of capacity back, but they deliver to us for every 
kilowatt, 365 kilowatt-hours, and we only deliver them 330 kilowatt- 
hours. That is the exchange. We trade less ripe tomatoes for their 
greater number of green tomatoes and we take the green tomatoes 
when we need them and they take the ripe tomatoes 8 hours a di ay, 
5 days a week. Two days a week we don’t run our generators. 

Mr. Cannon. The customers using the peaking power enjoy a more 
favorable rate? 

Mr. Wriaut. No, sir; they pay more for the power than do the 
preferred customers, but they will pay exactly the same for the power 
if they both used the same kind of power. 

Mr. Cannon. There is no distinction there? 

Mr. Wriaut. No, sir; we have the rate nearly exactly the same for 
everybody, as close as we can get, and have from the start of our 
operation. 

In actual numbers, the A rate is $1.35 for 200 hours and the rate 
we have put in company contracts is a demand charge of $1.15 and an 
energy charge of a mill and a quarter, which is $1.40 for 200. So 
the rate of the companies is actually a nickel higher or putting it in 
mills per kilowatt-hour, the A rate is 6.75 mills and the rate to the 
company is 7 mills; within a quarter of a mill of being the same. 

Mr. Cannon. Now the mill increase per kilowatt-hour—where is 
the distinction there? 

Mr. Wricut. Well, there wouldn’t be any. There isn’t any mill 
increase that I know of, Mr. Chairman. I don’t understand your 
question. 

Mr. Cannon. The different rates. 

Mr. Wricut. Well, if you put a mill increase per kilowatt-hour on 
each one of them it would be the same. One of them would go to 7.75 
and the other would go to 8. 


PROPOSED NEW RATE SCHEDULE 


Mr. Cannon. Now, the report that we have here is that the 
increase shown for the G. and T. systems, is a figure of 2.187, whereas on 
the Sooner Cooperative contract there is a figure of 0.00833. ‘To what 
would you say that is due? 
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Mr. Wricut. I should say the committee should understand what 
those figures are. It is perfectly true the proposed rate will result in 
an increase of about 2.18 for the G. and T.’s, and the customers 
served at load centers from the A rate. 

Now, this so-called Sooner Cooperative contract, is a contract that 
does not exist vet and these five cooperatives in southeast Oklahoma 
have never elected to build an electrical system and to own it them- 
selves. They have elected to be serviced through a company contract. 

Now they say that we do not propose that the cost of these systems 
constructed by other cooperatives should be reflected in our rates, 
and that we may elect—as they can—to buy it back on the main 
grid themselves, and make their own arrangements for moving it 
out to load centers. They have been negotiating with the power 
companies to that end, and I believe their negotiations have pro- 
gressed to the point where they have persuaded your investigators, 
who talked to both them and the power companies, that the power 
companies are going to charge them only a minor fee for moving it 
out there, so that they will “buy on the grid and get it moved out 
there for about 2 mills less than the G. and T.’s will get the service 
through the leased system. 

Mr. Cannon. And all other peaking sales would be what? 

Mr. Wricur. That would be continuous purchase, in both cases. 
Actually, what the Sooner Cooperative would do, they would buy 
the Government hydroelectric power on the grid and would buy the 
steam power from the companies themselves, “and pay the companies 
to move it out to them and that would cancel our Oklahoma contract 
with respect to those cooperatives because, if they stay under the 
Oklahoma contract with the Government, they are going to get a 
2.187-mill increase, also. 

Mr. Cannon. And the mill increase per kilowatt-hour through the 
G. and T. system would be 2.187 and the G. and T. cooperatives’ 
peaking sales would be minus 0.00833? 

Mr. Wricut. No; the peaking sales would be just the same as if 
they bought it in the same place. If the G. and T. wants to buy it 
in the main system, he has no increased cost. 

For example, N. W. will buy power under the new proposed rate 
at 5.32 mills per kilowatt-hour, which is slightly less than the present 
A rate; this is delivered on the main grid. 

Mr. Cannon. They are being penalized then because they are 
wheeling power over these lines? 

Mr. Wricut. No, sir; I think they are being given exactly the same 
election as anybody else. I think this rate with a discount is perfectly 
fair in that it lets anybody elect to take delivery at the load center or 
back on the main grid, whichever he wishes, and in the contract 
amendments we are talking about with the G. and T.’s, they are 
asking for the right to change their mind any time they want. 

Mr. Cannon. Do you consider the Missouri C ity plant as an asset 
to your system? 

Mr. Wricur. Do I consider the Missouri what? 

Mr. Cannon. An asset to your system, the Missouri City plant. 

Mr. Wricur. I consider the contract for integration and operation 
with the N. W. Cooperative and the Missouri “C ity plant will be a 
good, economical, feasible operation, when we attain the load growth 
we expect to attain, under it. That isn’t yet true. I think it will be 
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an asset to our system as soon as we have that. I thought so at the 
time I recommended the contract—and I haven’t changed my mind 
about it. 


RELATIONSHIPS IN SPA AREA 


Mr. Kirwan. Mr. Wright, you said yesterday you came up here 
13 years ago, and you first came up as head of the Southwestern Power. 
| was on this committee then. I have been on it for 14 years. 

There is a vast difference between the first di ay you came up here 
and now. You seemed to have a trainload of people coming in here 
with you. 

Mr. Wr IGHT. Yes; and some of them were “‘for’’ and some of them 
were “against. 

Mr. Kirwan. What I am leading up to is, that there were many 
coming up when the utilities came in. As vou say, there were 12 
different companies in the group. Those days have gone by, when 
you come here in groups, both for or against the Southwestern Power. 

The question | want to ask is: How is your relationship down 
there today? 

Mr. Wricut. Very good. I regret, as I believe do most of the 
utility companies, that we didn’t achieve success in the 12-company 
contract, but we have a definite, complete operating understanding 
between us and the private companies. They have realized that the 
operations of Southwestern Power are not going to injure them; that 
we try to place ourself in their positions in our dealings with them, 
and I believe they respect and have confidence in our plans and our 
program, and | think that there is not too much fear of what may 
happen in the reactivation of these contracts and ,the effects upon 
the amen. 

As I have always told this committee, through the years, from the 
first day I brought this report—and this is the one the committee 
suw-——we have never deviated from that report. We have used the 
acilities of existing utilities wherever we could, and we have given 
the Congress back and the Treasury back many thousands and mil- 
lions of dollars of money that you gave us that we could have spent 
for lines. We didn’t spe nd it. Our rel: ationships are good. 

Mr. Kirwan. Now, getting back to the committee again, you are 
the senior member ey of any agency, older than anybody con- 
nected with Bonneville or Central Valley or Southeastern, South- 
western, or any of the eouadae How did you find your relationships 
with this committee down through the vears? 

Mr. Wrigur. I found my relationships with this committee excel- 
lent through the vears. You know I came up here the first time a 
lug of a freshman and I said, ‘‘Give me all or nothing” and I apologized 
to the committee the next year for being such a fool, but through 
the years, while you haven’t always agreed with us, and while you 
haven’t always given us the desired program we asked for, I believe 
that the committee has been fair and as far as I am concerned, the 
relationship is excellent. 

Mr. Kirwan. So due to friendship and education down through the 
Southwest there, vou have seen that the pelple are much better 
off all over that area. Both came to a friendly understanding, the 
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public power people and the private utilities, and in that part of Texas 
and Oklahoma, whatever it may be, of the 12 power companies, they 
are much better off than the first day you appeared in front of us. 

Mr. Wricur. I have seen that and they are. 

I wonder if you gentlemen know that the actual accounting for power 
in this integrated system that I have colored on this map is done by the 
operating staff of the utilities and the Government, without one single 
written word of contract? 

Mr. JeNsEN. Written word of what? 

Mr. Wricur. There is not a written word of contract in accounting 
for the flows of power between systems. The operators get together 
and agree upon it. There is no way to write a contract. The man 
does not exist that is smart enough to write a contract to do it. 

In other words, when you had your hurricane in Connecticut we 
picked up the load in Kansas City. How are you going to write a 
contract to cover that? 

Mr. Kirwan. I am for public power wherever they can use it. | 
want to come to an understanding that no water which can produce 
power goes to waste. I am for developing it, but I do not know what 
is going on in Nebraska. It is a public power State, and I don’t 
know whether I am justified—not I, but the committee or Congress— 
to pay $5 million of the United States Government’s money to run a 
transmission line all the way over into Nebraska. They are a public 

ower State. I think they ought to be able to take care of their own 
fons down there. 

Could you enlighten me any on that point? 

Mr. Wricur. As | told you yesterday, I thought it was a mistake 
to go all public power in Nebraska. I think it would have been better 
in Nebraska if the companies that were sound and operating soundly 
would have made arrangements with the State of Nebraska districts 
for the proper utilization of their mutual systems in integrated opera- 
tion. You may be surprised to know that many of the officials of 
public power districts are the same officials that were in the private 
companies. When they bought out the companies, I saw very little 
difference in management exc ept you have a possibility—I don’t know 
whether it actually exists in Nebraska, I haven’t been there for many 
years—but you have a possibility of a public monoply in Nebraska 
far exceeding anything that could occur privately, in my judgment. 

Mr. Kirwan. I am speaking just as someone from Ohio, who has 
no public power in his district, and I am for public power, but I am 
thinking: Is it not going a little too far? The people in Ohio are 
going to pay $5 million to put a transmission line, or part of that 
$5 million, into the State of Nebraska. That is what I would like to 
be enlightened on. 

Mr. Wricut. You are inquiring into whether or not Ohio should 
use public credit through the Federal Government to finance a line 
to Nebraska, which Nebraska would pay for in some years, through 
the power rates, or whether Nebraska and the States should use their 
own credit? 

Mr. Krrwan. I would like to see somebody in Nebraska take hold 
of this transmission line. 

Mr. Wricurt. I am not a Congressman, so I don’t have to assume 
the responsibility of making that decision, but I think there is a 
great deal of merit in your position. 
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Mr. Kirwan. I am for public power whenever you can generate it. 
| am for it and it has done a wonderful thing ie America, such as in 
1921, when both conventions were broadcast for the first time by 
radio. It was quite a novelty. They told of the electrical age that 
was approaching or coming upon us, but after they got caught up in 
selling the washing machines and everything else to those that had 
power, in their homes, it wasn’t long until we went into chaos and 
collapse. Only 1 out of every 29 in the country had power out in the 
farm areas. After they started up public power and everything, they 
certainly made a change and I am for that change that came over 
America, but 1 do not see why we in Ohio have a part in paying that 
$5 million for a transmission line from the Fort Randall Dam up on 
the Missouri Basin into the State of Nebraska. 

Those are my thoughts. I do not know how far right or wrong I 
am, but those are my thoughts. That is all, Mr. Chairman. 


ADMINISTRATOR'S POSITION ON PUBLIC AND PRIVATE POWER 


Mr. Evins. Mr. Chairman, I have 1 or 2 observations. I have 
listened to the testimony of Mr. Wright, and it was interesting, in 
contrast to the testimony which this committee has had before from 
the Southeastern Power Administration, and Southwestern Power 
Administration and the TVA, the Bonneville Administration, and 
others. Even Bureau of Reclamation Officials have indicated that 
there is a shortage of power throughout the Nation, that there is a 
shortage of power all over the country. All of these agencies have in- 
dicated a national need for power, but it seems to me that your posi- 
tion would be to make power even more short, to restrict power pro- 
duction, to limit it. I am unable to reconcile your position, in view 
of the testimony of all of the officials of all of these agencies, concern- 
ing the shortage of power. 

Mr. Wrieut. I don’t know, Mr. Congressman, what part of my 
testimony indicated to you that I thought there was not a need for 
this power. I believe I testified yesterday, in response to questions 
by the chairman, that I thought a dam ought to be built in America 
everywhere a dam could be built, as fast as the country could afford 
to finance it; and, so far as the Southwest is concerned, we needed every 
kilowatt-hour of hydroelectric power that could be developed as soon 
as it could be developed. 

Mr. Evins. In other words, you are supporting the other agencies, 
now that there is a need for power? 

Mr. Wricur. I am supporting the other agencies that there is a 
need for complete development of all the hydroelectric power there is, 
and we can use it as quickly as you can get it, and we can market it 
during the period from the time you start the dam until the time you 
finish. 

Mr. Evins. I am very pleased to hear that testimony. I think it is 
very constructive testimony. 

You are not, then, favoring an economic situation recommended by 
ihe private power trusts of the Nation to limit the power of the 
Nation? 

Mr. Wricut. I certainly am not—if that is what they testified to. 
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Mr. Evins. How do you stand, Mr. Wright, with respect to this 
committee’s action for appropriations for continuing funds for the 
Southwestern Power Administration. Are you for it or against it? 

Mr. Wricurt. I am for it. The Department has submitted a budget 
including all of the required funds and the continuing funds for the 
coming year. 

Mr. Evins. You have indicated just briefly that within a period of 
10 years the system out in the Southwest area would be overloaded. 
What is your agency doing, if anything, with respect to relieving that 
overloaded condition? 

Mr. Wricut. We plan to bring to Congress, as fast as it is re- 
quired, the necessary transmission additions to strengthen segments 
of the grid, which the Government, in our judgment, should build, to 
relieve that overloaded situation. We have already made contracts 
with everybody we can get to contract with us, which allow us to use 
the facilities that they will build and require them to build facilities 
as we require them, for additional loads. 


EQUALIZATION OF RATES TO CONSUMERS AND COOPERATIVES 


Mr. Evins. This committee had testimony earlier that in various 
sections in this area the rates to the consumers and to the coopera- 
tives were not equal, but different, and yet an effort has been made to 
equalize the rates and they are having great difficulty in securing that 
equalization, even considering the fact that this committee has rec- 
ommended such action, and also the Comptroller General of the United 
States has ruled that authority exists for the Department to take 
action in that regard. 

Could you tell us at this time why you have not taken action to 
equalize the rates to the consumer and the co-ops in that area? 

Mr. Wricut. Yes. Unfortunately, this equalization of rates at the 
load center is also involved in the submission of an increase in the 
total rate level in the Southwest area, necessitated by an increase in 
the amount of costs allocated to power at the various dams in the 
area, and an adoption of an amortization period of 50 years. 

The original SPA rates were based upon the allocations to power on 
a so-called incremental basis and 100-year payment. 

Mr. Evins. In other words, you can find arguments to negative 
any situation; is that not correct? 

Mr. Wricut. That is not correct. 

Mr. Evins. Well, you have been rather successful in continuing 
to hold your job with the agency under both administrations; have you 
not? 

Mr. Wriaut. I have 23 years civil-service time. I am supposed 
to be a civil-service employee. I have permanent civil-service status. 
I assume that means something in the Government service. 

Mr. Evins. Well, it should. 

Mr. Wriaur. I have clearly stated to this committee, my differences 
of opinion with the Department of Interior every time I had one, with 
the Secretary sitting right at my side. 

Mr. Evins. With the other Secretary, you recommended increased 
appropriations for these programs and now with the present Secretary 
you are recommending a reduction or a decision cutting down on 
appropriations. 
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Mr. Wricut. I have never changed a single recommendation in 
appropriations at all, sir. 

Mr. Evins. Well, you just testified, using your own words, that 

vou were ‘‘foolish” in the position you had previously taken. 
' Mr. Wrieut. Because, in the initial request for funds in the South- 
western Power Administration area, I had asked for funds to construct 
a $23 million initial step of a program that might cost as much as 
$250 million, if we had to build it all, and I told a Democratic chair- 
man of a subcommittee that if he didn’t want to take the responsi- 
bility for taking the full initial step, he ought not to take any, and he 
promptly threw his book down on the table and said, if that was the 
attitude I was going to take he was through with me; I was wrong to 
take that attitude, and I was wrong to tell the committee that. Iwas 
wrong. And, by the way, I told them I was wrong long before the 
administration changed. 

Mr. Evins. You have changed your position since serving in the 
Department? 

Mr. Wriaut. No, sir. I realized I made a mistake in asking that 
so big a step be taken in the first year of this program. 

Mr. Evrns. One other thing: You refer to moneys appropriated for 
power in Nebraska, and you will have to admit that power, wherever 
it is sold, whether it is Government power or private power, is monopo- 
listic in its nature, and that where we can have competition, either 
through the Government or otherwise, it is helpful in the bringing 
down of rates for the consumer and the public generally; is it not? 

Mr. Wricur. That is correct—and in the State of Oklahoma a 
customer has the opportunity to buy power from either the Govern- 
ment or the private companies. In Nebraska he has an opportunity 
to buy it from one place and that is the Nebraska public power 
districts system. 

Mr. Evins. Well, now, would you favor monopolistic private power? 

Mr. Wricut. No, sir; I favor a considerable bit of both. And 
[ have spent my life getting that. 

Mr. Evins. Where the Government enters the power field, there is 
a tendency to develop competition and to bring rates down, and 
reduce costs to the consumer; is there not? 

Mr. Wricut. You bet your life—and I have been working all my 
life on that. 

Mr. Evins. I understand now that you prefer that position, rather 
than the existence of private power trusts? 

Mr. Wricut. Yes, sir. 


SERVICE ADJUSTMENTS DURING LOW-WATER PERIODS 


Mr. Davis. I want to ask a few questions. In this case, it is for 
the purpose of eliciting information. 

First of all, last year, I think it was, you said that the major cause 
of your difficulties was that there had been an unusual drought con- 
dition that had occurred over 2 years in succession. 

Mr. Wricut. It was about a 3-year period, which was the occasion 
for our major financial difficulties last year; that is correct. 

Mr. Davis. Now, has that condition alleviated itself? Have you 
had what you call normal water available? 
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Mr. Wricut. No, sir. It is alleviated somewhat, but we are still 
10 percent under normal as of right now. We have, however, made 
contractual adjustments which will permit us to meet a period, a 
similar dry period, without curtailment of deliveries to any preference 
customer, as I testified previously. 

Mr. Davis. During this time of unusual drought, how much power 
have you been giving to the Aluminum Co. 

Mr. Wriaut. The curtailment of deliveries to the Aluminum Co., 
from 200 kilowatt-hours per month down to 150 kilowatt hours per 
month. I think that curtailment occurred approximately over a 
period of 6 to 12 months. I am not positive. I could furnish that 
information for the record. 

Mr. Davis. If you are satisfied that your recollection is reasonable, 
I think that is good enough for our purposes. 

Now, during that corresponding period, what kind of curtailment of 
deliveries was required for the preference customers in the area? 

Mr. Wricut. There was none. 

Mr. Davis. There was none at all? And despite this, then, you 
were able to meet all the demands that were placed upon you by your 
preference customers in the area? 

Mr. Wrieur. That is right, however, another curtailment occurred, 
besides the aluminum contract. In the case of the Oklahoma com- 
panies, they agreed to continue delivering to the Government for 
service of preference customers out of their system all of the power 
those customers required under their contracts with the Government, 
and to defer taking any additional power from the Government until 
the Government’s water conditions had been restored sufficiently to 
allow the Government to deliver without danger. We maintain the 
capacity of the systems that way and they curtailed their delivery 
and we returned the deferred energy to them now to where we only 
owe them about 3 million kilowatt-hours. 

Mr. Davis. You were actually materially assisted in meeting your 
obligations to your preference customers by that arrangement during 
that time? 

Mr. Wrieur. If the arrangement had not been available to us, we 
would have failed completely in our obligations to our preference 
customers. 

Mr. Davis. Now what, if any, expansion of, or extension of your 
activities in making new markets or any other new capacity has come 
to you since the time that you testified here a year ago? 

Mr. Wricutr. We have had the generating and transmission 
contracts reactivated, which made available, on a long-term basis the 
entire thermal capacities of the three generating stations, totaling 
85,000 kilowatts. These, integrated with the Government system, 
present an entirely different power supply picture than it does without 
them, possibly to the extent of allowing us to utilize mutual reserves 
and pick up an extra 50,000 kilowatts over what we would have, 
operating independently. That addition has occurred to our power, 


plus a restoration to within 10 percent of normal water supply, plus 
the fact we now have entered into permanent arrangements with the 
companies, allowing us to defer, in event of critical water conditions, 
so that we can expand the power market out to take care of the load 
growth of all the customers who now have until the estimated time 
that Table Rock Dam comes in, and possibly pick up 20,000 to 25,000 
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kilowatts of new load, which we are iimiting to emergency situations, 
as | have discussed with the chairman in the past. 

Mr. Davis. You haven’t made any arrangements then for dis- 
tributing to G. and T. cooperatives that were, what you might call, 
outside the traditional area that you had been serving prior to the 
drought condition, have you? 

Mr. Wricut. No, sir. 


INTEGRATION WITH PRIVATE UTILITIES 


Mr. Davis. Last year, I believe you can tell me if this is the 
equivalent of what you told us, the ideal condition for this entire area 
would be the integration of the G. and T. co-ops and the distribution 
co-ops in your Southwestern Power transmission system, and the 
private power producers in the area; is that a fair statement? 

Mr. Wrieut. That is correct. 

Mr. Davis. Going back to the 12-company agreement which would 
have created that integration had it been in effect, is that correct? 

Mr. Wricur. That is correct. 

Mr. Davis. How many, if any, of those 12 companies are now 
integrated with vour system in the Southwestern Power area? 

Mr. Wricut. Only one, the Southwestern Gas & Electric Co. 
through its contract with us on the Narrows Dam has a limited 
integration with us. 

Mr. Davis. So that the remaining 11 are still outside the otherwise 
integrated system in the area? 

Mr. Wricut. That is correct. 

Now, I think the record ought to show, Mr. Davis, that where the 
Secretary of Interior refused to approve that contract for a year, the 
companies would not enter into the contract after the change of 
administration occurred. They wanted a different form of contract 
at that time, and they were no longer interested in the 12-company 
contract, taking the position that they had given the Government a 
chance to do it and that they were no longer interested. 

Mr. Davis. I think you explained that last year when you were 
here. 

Mr. Wricur. Yes. 

Mr. Davis. Your feeling then, a year ago, was, if I recall it, that 
the time had passed as of a year ago, it was no longer feasible to 
expect that you might get this overall integration? 

Mr. Wricur. I don’t think you will ever get it as a group or unit, 
because I don’t think the companies south of the Missouri line will 
ever integrate with the companies north of the Missouri line. There 
is too much fuel differential, and I don’t think they will ever overcome 
that obstacle, which is increasing all the time. 


CURRENT CONDITION OF G. AND T. CO-OPS 


Mr. Davis. We had 1 or 2 fairly small G. and T. cooperatives that 
were in real trouble a year ago? 

Mr. Wricnut. Yes. 

Mr. Davis. What happened to them? 

Mr. Wricur. Well, with the reactivation of the lease operating con- 
tracts, the only G. and T. cooperatives in the area that have any mate- 
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rial problem at this time are the M. & A. Cooperative at Poplar Bluff, 
in Missouri, which is rapidly overcoming the difficulty through ar- 
rangements either with us or Union Electric, whichever happens to 
be the best, and the Show-Me Power Cooperative, in central Missouri, 
who have not yet decided which way they want to go and they have 
some real problems to overcome. Those are the only two. 

Mr. Davis. What do you mean they haven’t decided which way 
they want to go? 

Mr. Wrieut. They haven’t decided whether they want to reactivate 
the lease operating contract or want to enter into some alternative 
contract, involving an integration with some of the utility companies 
in the area. They have asked us to wait and give them time to decide. 

Mr. Davis. And that is 1 of the 2, then, that have difficulties to 
overcome? 

Mr. Wriaut. Yes; that have difficulties to overcome. 

The N. W. Cooperative has the difficulty that we never did lease 
their 69 systems. The committee directed that last year we do what- 
ever we could practically to deliver power at the same rate and load 
centers to overcome their difficulty and we have been trying to find 
some way to do that, as soon as we can get a rate that does it. 


COST ALLOCATIONS AND RATES 


Mr. Davis. Now what, if any, authority do you have, in your capac- 
ity as Administrator, to fix the cost allocation of any of your projects 
in the vicinity? 

Mr. WriGcur. I have no authority. 

Mr. Davis. What, if any, authority do you have to fix the rates for 
the hydroelectric power that is generated? 

Mr. Wricur. We have only the authority to take the basic cost 
obligations that appear to be imposed on the Southwestern Power 
Administration by virtue of the cost allocations that are made and 
the estimates that the various agencies have of their costs involved, 
and create a total annual financial obligation against the Administra- 
tion, and recommend to the Secretary of the Interior the rate struc- 
ture that should be used to meet those financial obligations. 

Mr. Davis. Then it becomes the responsibility of the Secretary of 
the Interior, to present the matter to the Federal Power Commission? 

Mr. Wricut. That is correct. 

Mr. Davis. On the basis of those statements that vou just made— 
I am having some difficulty in understanding the conversation 
between you and the chairman yesterday in which there was a very 
strong criticism directed to the failure to have at least 100- or 50-year 
amortization period. Is there anything at all that you can do about 
that? 

Mr. Wricut. At one time I had the authority to submit the rates 
directly to the Federal Power Commission and the Department 
agreed in the recommendation of the Southwestern Power Adminis- 
tration. That was Southwestern’s authority at the time rates were 
paid out on the basis of a 100-year amortization period and on the 
basis of the incremental cost manner of allocation which was recom- 
mended by the Southwestern Power Administration. 

The original A rate was established as an interim rate on the basis 
of the best studies and estimates we could make along the line of 
incremental costs and 100 year amortization. 
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The Federal Power Commission took exception to that every time, 
and even in the approvals of the Oklahoma contract rates, they took 
exception to our 100-year amortization. 

Mr. Davis. That is in accordance with the nationwide policy of 
the Federal Power Commission? 

Mr. Wricur. I believe it is. 

Mr. Davis. So if you had fixed the rate on the basis of other than 
, 50-year amortization, it would have been an exception? 

Mr. Wricut. At that time I don’t believe it was an established 
nationwide policy. Everybody was trying to present their ideas of 
what it should be, and there was considerable divergence in the 
Department, even between its own agencies, and I believe I testified 
| don’t know that anybody ever agreed with me it ought to be 100 
vears and it ought to be comple tely, on the incremental basis. I still 
think so, and I have testified to that before congressional committees. 

Mr. Davis. You are aware, of course, that in our authorizations 
and in our appropriations for the hydroelectric inst: allations, that the 
economic benefit ratio is made up on the basis of 50 years? 

Mr. Wricur. Yes; I am aware that the benefits are usually 
presented on a 50-year basis, although I believe for the first time this 
vear some projects went through the C ongress and were approved 
by the President, on 100 years, in the Wachita Basin. At least the 
President took some exception to that in approving it. 

Mr. Davis. That, however, was not a power project? 

Mr. Wricut. It was not a power project. I believe it was irriga- 
tion or flood control work. 

Mr. Davis. Which is considerably different than these hydroelec- 
tric projects we are spe ‘aking of in the Southwestern Power area. 

Mr. Wriegut. Mr. Congressman, it is not different in my mind in 
the estimated life of the project. In other words, the usable life of 
the project to me as an engineer is the governing factor of how long 
you might expect to take to pay for it. 

Mr. Davis. We are speaking about hydroelectric projects? 

Mr. Wricur. Yes. 

Mr. Davis. Now, is this true: that we, Congress—I shall refrain 
from using the word ‘‘we’’ for fear of misinterpretation that might 
be put on it—but would you say that Congress has a right to expect 
payouts from the sale of hyeroelectric power to be recovered into the 
Treasury, and that whatever is used here in this continuing fund would 
subtract from what otherwise would go into the Treasury? 

Mr. Wrieut. It would subtract from what would otherwise go 
into the Treasury. I assume that Congress has the right to expect 
anything it wants. 

Mr. Davis. Well, let me ask it this way: Does the law provide 
that under projects ‘which are constructed by the Government, which 
include hydroelectric installations, that this income is to be recovered 
in the Treasury? 

Mr. Wriaeur. The original Flood Control Act does so provide, and 
[ believe the continuing -fund constituted legislation which amended 
that law. 

Mr. Davis. Yesterday you spoke of a committee directive to 
deliver this power to a load center at a uniform rate. 

Mr. Wricut. Insofar as practicable. 

Mr. Davis. When was that? 
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Mr. Wricut. That was in the committee language of the reports 
on the appropriation bill last year, directing the amendments of the 
contracts. 

Mr. Davis. Yes; I believe that that is all I have, Mr. Chairman. 


APPROPRIATIONS 


Mr. JensEN. Mr. Wright, you have $1 million for administration, 
for the operation of the Southwestern Power Administration. 

Mr. Wricut. Maintenance and operation, yes. 

Mr. JensEN. That is $250,000 less than last vear. 

Mr. Wriacur. It is less than last year, but the $250,000 wasn’t for 
Southwestern Power last year, it was to pay maintenance costs of the 
G. and T. systems until the contracts were reactivated. 

Mr. Jensen. That is $250,000 less. 

Mr. Wricut. That is correct. 

Mr. Jensen. Let me say that I am sure the members of the entire 
committee have always felt that Mr. Wright runs his organization in 
an excellent manner, as far as possible, and watches his pennies pretty 
closely, and I think possibly you are one of the best power agencies 
in the country. 

INCREASE FOR CONTINUING FUNDS 


Now then, you are asking for more continuing funds than you got 
last year? 

Mr. Wricur. Yes, sir; more than the committee approved last 
year. And when the Congress determined to provide the $6 million 
I believe it was more on the basis of the testimony from others than 
the Southwestern Power. The difference, Mr. Congressman, occurred 
from the fact that all of these systems were not completed and in 
operation during the current year when we utilized the $6 million. 
Actually, we are not spending $6 million. We are spending something 
considerably less than that. 

Mr. Jensen. You mean in this fiscal 1956? 

Mr. Wriaurt. In this fiscal year, and we have placed in the record 
our estimate of what that would be. 

Mr. Jensen. You mean you have an unexpended balance? 

Mr. Wriacut. Yes, sir; which we proposed never be used or made 
available to us. All of these systems are now completed and the total 
expense of the lease and operations are imposed on us. 

Now, if the contracts are amended and the “balance of’’ provisions 
are written in the contract, we will require, instead of $6 million, about 
$4,103,000, but I can’t ask that the appropriation be adjusted that way 
until the contracts are amended, because the obligation exists on the 
Government today for the full amount of money requested. 

Mr. Jensen. Do you anticipate each year, as we go along, that you 
will make a smaller request for additional funds? 

Mr. Wricut. Yes, by the additional sales of power, that will be 
true. 

Mr. JENSEN. That is what I thought. 

Mr. Wricut. That is correct. 

Mr. Jensen. All right. Now, going further, I remember several 
instances which you spoke of when you came before the committee 
before. 
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\Mir. Wrieur. Yes. 

Mr. Jensen. And you were then the Administrator of the Depart- 
ment, and we recognized your responsibilities, but when you made 
the statement to the effect that you wanted all or nothing, I remember 
there was an answer to the effect, “Well, you are liable to get nothing 
if you are going to take that attitude.” 


APPROPRIATIONS TO DATE 


Well, then, we began to get together and we appropriated many 
millions and many thousands of dollars, in fact, for this Southwestern 
Power program. How many dollars have we appropriated to date? 

Mr. Wricutr. You have appropriated $27 million for construction, 
and of that we have used $24 million. 

\[Ir. Jensen. No. I mean altogether. 

Mr. Wricur. I am going to tell you: 

for construction you have appropriated $27,377,913. We have 
used $24,900,170, and we have returned to the Treasury unused 
because we did not require it—$2,477,743. 

‘or maintenance appropriations through 1955, you had appropriated 
a total of $9,531,000 and we had used a total of $7,667,000. 

| have placed those figures in the record, Mr. Chairman. 

For the dams in the Southwest, a total estimated cost of $357 
million, of which, under the present method of allocation of power, 
$200 million is allocated to power, and $157 million balance to flood 
control and other purposes. 

Mr. Jensen. That gives us a pretty good picture of the dollars 
that we put in this project. I might say that I think you will no 
doubt say that in the last 14 years, the committee have agreed on 
every dollar that was appropriated for this great southwestern projec t. 
Nothing was added on the floor of the House and, generally speaking, 
| think your request for funds was pretty well followed. Possibly, 
in one or two items for transmission lines, the amounts were reduced, 
but, generally speaking, Mr. Wright, vou got about what you asked 
for, because you generally asked for about what the committee felt 
was right. 

Mr. Wricur. With the exception of 2 years, Mr. Congressman 
| believe on one occasion there was an increase of $7,500,000 on the 
floor of the House, and another time the request for funds was reduced 
between the House and the Senate. ‘The House had given us more 
than we needed after we made the Oklahoma contracts, by about $6 
million, and I think at our request the Senate realined the fund in 
regards to the State of Oklahoma. 

Mr. Jensen. But, percentagewise, you have gotten 95 percent of 
all the money you asked for except the first time when this thing 
happened? 

\[r. Wricur. I believe I was asked in the early stages of this project 
what I estimated the Government would have to spend for trans- 
mission lines in the southwestern power area in the total program in 
the next 40 years, and I believe I said in my judgment between $25 
million and $50 million and we have now spent $24 million and we will 
have, in addition, the new dams that are coming in to tie to the grid, 
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and as we need to strengthen the grid, I will not be hesitant, nor will 
I ever be hesitant, in recommending to the Department of Interior 
any transmission lines that we think are needed or justified in the 
Southwest. I frankly have never been a guy that cares greatly 
about “owning” this particular job. I would like that to go in this 
record. If I am not good enough to hold it, then they can fire me 
and I think the Secretary will bear me out. I told him that the first 
time I saw him. 

Mr. JENSEN. Now, is there any money in here for transmission? 

Mr. Wricut. No, sir; there is not, this year, because we have no 
additional power coming in. We have enough lines to handle all 
the power we have now and when Table Rock Dam—before Table 
Rock Dam gets to the point of completion, I propose to recommend 
to the Department of Interior the lines that will be needed to put 
the Table Rock power from where it is to preference customers in 
the Southwest and I will support the efforts to get that line with 
everything I have. 

Mr. Jensen. And we expect you to do that. 


HISTORY OF G. AND T. CO-OPS 


Now, isn’t it a fact that the G. and T. co-ops made application for 
REA loans which would run into what—around some $85 million? 

Mr. Wrieurt. I believe the total loan was something in the order 
of $60 million to $70 million. 

Mr. JensEN. I thought it was higher. 

Mr. Wricur. It may be higher than that. 

Mr. Jensen. Well, anyway, then we discovered that—or you 
discovered that cooperatives had overcapitalized to an extent and 
at a time before they could get this power, so that it would be neces- 
sary to ask for help from the Federal Government in order to meet 
their payout requirements, their payments, we will say. That is when 
you asked for continuing funds, is that right? 

Mr. Wricur. No, Mr. Congressman; that isn’t right. The Farmers 
Western Cooperative in western Oklahoma made application for, and 
secured a loan from the REA before World War II, and undertook 
some construction in the area in the way of lines. 

Then KAMO Cooperative, in Missouri and Oklahoma likewise 
secured a loan before World War II and actually built a considerable 
amount of lines in northern Oklahoma and some line in southern 
Missouri over to the city of Cassville. That was done even before 
World War II, and before I got into Oklahoma in connection with the 
Grand River Dam. 

When I went to Oklahoma—and I was the only one that went, so 
I have to say “I,”’ I went to Oklahoma and undertook operations with 
the Grand River Dam, and I negotiated with Farmers Western in an 
attempt to find some way of working with them and the company to 
work that problem out, and that work continued in an attempt to get 
integration. It was finally achieved in the Oklahoma contract and in 
my contract with Farmers Western, which contracts were worked 
together, not as a justification for the allotment, but as the proper 
way to get integration into this area. 

Now, in the case of the KAMO Cooperative, they bought a block 
of power from the Grand River Dam Authority during the war, and 
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the Grand River Authority ultimately leased their entire system in 
northeast Oklahoma. 

They entered into this contract with the Government in this area 

indicating] primarily to secure the same type of integration that we 
had worked out in western Oklahoma. 

Now, the other cooperatives, Central, Northwest, and Show-me, 
fell in different categories, to this extent. 

Show-me had already received the loans to buy out a number of 
small utility systems in 19 counties in central Missouri to serve 
everybody, towns, co-ops, and everybody else. They had done that. 
Their system consisted mainly of 33,000 kilovolt lines, which were al] 
overloaded, and had to be backboned with a high-voltage transmission 
system, and Show-me entered into this arrangement for two purposes: 
One, to secure this high-voltage transmission line backbone, and the 
other to secure a source of power, not to justify their allotment. 
Central and Northwest, in my judgment, would not have been able 
to show feasibility in their studies had they and the Government not 
developed the so-called lease-operating contracts, 

Now, that answers your question in its entirety. 

Mr. Jensen. No; it does not quite answer it because REA is in 
difficulty today. 

Mir. Wricut. No, these contracts were made before the allotments 
were made. They were in financial difficulty—I think the financial 
difficulty occurred, Mr. Congressman, because the contracts were in- 
operative and they did not negotiate any alternate form of operation, 
but operated on interim relationships with the Government over a 
period of a couple of years. 

Mr. JensEN. What I am trying to find out, or bring out, was the 
fact that the G. and T.’s have been in financial difficulties. 

Mr. Wricut. They have been in financial difficulties during the 
period the contracts were inoperative. 

Mr, JENSEN. Now, in their appropriations we did not object to the 
part of the wording in the continuing contract or in the paragraph 
which authorized the continuing fund. What we objected to was the 
purchase of all the REA lines by the Southwestern Power Administra- 
tion after the REA’s paid off their indebtedness. The wording of that 
paragraph was that the Southwestern Power Administration could 
vive REA $10 and they would own all the lines. That is the part we 
objected to, because we didn’t think it was fair to the REA. 

President Roosevelt at the outset of World War II, asked all of 
those 12 private companies to integrate their lines in order that full 
use be made of all the power of those 12 private utilities for defense 
purposes, and they did that. They had never before been integrated 
to that point. Now, as I understood, the feeling of the 12 private 
utilities was that power might be sold by the Southwestern Power 

dministration at such a low rate that it wasn’t possible for them to 
compete with the Federal tax amounting to almost 2 mills. That is 
what they have been fighting for their whole lives and they represent 
billions—they are just hired men for those power companies, just as 
{am a hired man for my district and just as you are for Southwestern 
Power Administration. 

Now, we, the committee, as you know, were very anxious to get 
these contracts signed up by the Southwestern Power Administration, 
the REA and private utilities a contract similar to the Texas contract, 
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which I believe you say is working very well, would you not, Mr. 
Wright? 

Mr. Wricur. Yes, I will. 

Mr. Jensen. At the time that contract was signed, one Mr. Clyde 
Ellis, the representative for REA, criticized that contract very 
severely. Speaker Rayburn was very instrumental in getting that 
contract signed, and Speaker Rayburn answered in telling Mr. Clyde 
Ellis, right from the floor of the House, that he was completely wrong, 
that he thought it was a good contract, not only for REA’s, but people 
generally, the consumers, as well as the private utilities, and it has 
proven to be thus. 

That is the thing we have been trying to get done, and that vou 
have been trying to get, Mr. Wright, down in the other parts of your 
Southwestern area—get a contract similar to the Texas contract. 

Now, on your Oklahoma contract, just what is that about? Is that 
similar to the Texas contract? 

Mr. Wricur. Yes, it is. It is working very well. 

Mr. Jensen. It is working very well. All right. I have had not 
one word of complaint from Texas nor from Oklahoma since those 
contracts were signed. Now, why all this hullabaloo about private 
utilities wanting to take over REA’s? It is, to me, unfounded. 

I will never forget the day that Speaker Rayburn came before the 
committee, our Interior committee, Mr. Kirwan will bear me out on 
this statement, when we had this controversy up before us. I think 
it was 13 years ago, or maybe it was 12, when the Texas contract was 
under consideration, and he came before the committee and he said, 
“Well, gentlemen, there are those who think the Federal Government 
should own and control power producing and transmission facilities; 
there are those that think the private utilities should own and control 
all electric power producing and transmission facilities. I am not a 
member of either school,” he said, ‘‘because I know that in order to 
get sufficient power production and transmission facilities to take 
care of the people in most of the areas of these United States, we will 
need private utility money, we will need municipal utility money, 
we will need REA money, we will need Bureau of Reclamation money, 
Southwestern Power money, Bonneville Power money, and so,” he 
said, “‘let us work together as a team.” 

Possibly those are not the exact words that he used, but they are 
awfully close. 

“And,” he said, ‘‘let us work together and see to it that this power 
transmission program is not left undone because we need all of this 

ower.” 

Well, now, on that basis, most of the Members of Congress have 
been working, and the Bureau of Reclamation has been working to 
that end. They believe in a partnership program, and certainly there 
has been nothing wrong with that. 

In the State of Iowa we have integrated our private utility power 
with REA power and with the municipal power, to the benefit of 
everyone. You don’t hear much about the power problems in the 
State of Iowa, nor do you hear much about any other part of the 
country, because they are willing to take and give and compromise 
differences of the different power-producing agencies. So we are 
getting power in most areas sufficient to take care of the power needs 
that exist. 
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Why should we make such a hullabaloo and fuss about this in the 
Southwest power program when Mr. Wright has explained it in detail, 
nd — the Congress throws a monkey wrench in the machinery 
which I do not believe they will—the day is soon coming when that 
p hie ‘m will also be solved, to the benefit of all. 

| am not going to take any more of the committee’s time. I just 
want to say again that I certainly know, as well as everyone on the 
committee, that the REA are in a financial sque eze in the Southwest 
power area, and that it is necessary that we help them over the hump, 
which I am willing to do. But in the meantime, I hope that the con- 
tracts can be handled like the Texas contract and the Oklahoma con- 
tract, and then this problem will fade away like the morning dew. 

Mr. Cannon. Mr. Wright, you are in complete agreement with 
everything that Mr. Jensen has said? 

\ir. Wricur. Not on all of it. I wasn’t asked any questions about 


Mr. Cannon. With what do you disagree? 

\ir. Wricur. I would amend his statement only in a few particulars. 

| think, in fairness to Mr. Ellis, and I do not always agree with him, 
that at the time Mr. Ellis was condemning the contracts he was 
condemning the utility contracts and Mr. Jensen remembers, I am 
sure, it took years to bring people to the idea that it was possible to 

rk together and while it may be fairly simple from here on in, it 
has been a long hard trail of negotiations on both sides. I am sure 

‘ Congress will agree on both sides it was very hard to bring them 
tog vetliiar on the idea they could ever work together. I agree com- 
pletely with his idea that the solution of this is to be much desired, 
complete integration and fair treatment to all people, so that every- 
body is free to run his business as he sees fit. 

Mr. Jensen. I am saying, Mr. Wright, that I am sure I can say 
honestly—that no private utility any place in America, either wrote 
me or talked to me in opposition to the Texas contract. 

Mr. Wricur. Mr. Wilkes testified before a Senate committee, 
speaking for all utilities in the South. 

Mr. JeENseN. Before a Senate committee? 

Mr. Wricut. Yes; before a Senate committee, speaking for all 
utilities in the South. He said in substance that he would be crimin- 
ally negligent to his own stockholders if he entered into a contract 
similar to the Texas contract. He changed his mind after that, but 
that was his first statement. 

\ir. Jensen. I remember now he did make that statement, but he 
didn’t, I don’t think he made that statement to the House committee. 

Mr. Wricut. I don’t believe he did either. He made it in the 
yenate. 

\ir. Jensen. Other than that now, you will also admit, Mr. Wright, 

that time after he had made the statement there were other utilities 

sent in that area that took great issue with Mr. Wilkes? 
-- Wricut. Yes; the 2 Oklahoma companies left the 16- -company 
7 and negotiated with me separately, primarily in the dissension 
| row over the position taken by Mr. Wilkes. 

Mr. Jensen. And Mr. Wilkes then, very shortly afterwards 

ended that statement to a very great degree, and, in fact, as I 

ember, after he had given consideration and studied that contract 

‘admitted this was a pretty good contract. 
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Mr. Wricur. Yes; he has admitted it is a good contract and it is 
working well. 
CONTINUING FUND 


Mr. Cannon. Do you agree with Mr. Jensen’s statement about the 
continuing fund? 

Mr. Wricur. I recommended, as the committee knows, always, 
that there be a continuing fund and that it be maintained and that it 
be provided that the contracts continue operative, and that the 
Department of the Interior, on my recommendation, included in 1953 
a continuing fund, and at that time it was deleted by Congress. 


OPTION TO PURCHASE CLAUSE IN G. & T. CO-OP CONTRACTS 


Mr. Jensen. Well, now, Mr. Chairman, he has gone into this in 
an attempt to discredit my statement. I made a statement that the 
lease-purchase contracts carried a provision to the effect that after 
REA’s had paid off their entire indebtedness, that the Southwestern 
Power, or the Interior Department, could pay the REA $10 and then 
the Southwestern Power Administration or the Interior Department 
or the Government, would own all of those transmission facilities. 

Mr. Wricut. I don’t take any issue that that was one of the fea- 
tures of the contracts most objectionable to Congress, on the basis of 
all the evidence available to me. I take no issue with that. 

Mr. Jensen. Well, do you still think that should be in? 

Mr. Wricur. Yes; I have testified before this committee on this 
occasion, that I think the Gover nment, in equity, ought to maintain 
certain rights or they ought to have compensation for relinquishing 
those rights, and the Government has recommended that not be done, 
and as far as I am concerned, that is ended. 

I have learned to obey orders from the Congressman, and when | 
am given an order, submitted my recommendations, if they are con- 
trary to it, I try to obey the order. 

Mr. JeNsEN. Well, you know, of course, that the REA’s were ob- 
jecting strenuously to that provision where the Government could pay 
$10 after they have paid off their indebtedness, and then take over the 
REA’s and the transmission facilities for which the Government 
had appropriated the money to build originally. 

You know that the REA objects to that strenuously, do you not? 

Mr. Wricur. At the time the contracts were negotiated, there were 
objections to the insertion of the equity clause. ‘Tt wasn’t nearly as 
strenuous as it subsequently became, but they did object; yes. 

Mr. JENSEN. Well, 4 of the 5 presidents of those transmission and 
generating REA’s in the Southwest Power area came into my office 
about 3 years ago and said they certainly hoped that that provision 
we speak of, that takeover provision, could be knocked out, because, 
they said, they never did want to sign the contract with that provision 
in there, but they were told that was the only way they could get a 
contract. 

Mr. Wricurt. I haven’t any doubt that that is true. They didn’t 
want the provision in the contract in the first place, and I thought it 
was in the interest of the Government to have it in there. I still believe 
that, Mr. Congressman, and I believe that when the stipends are 
paid out, and they will be paid out with the exact lease payment 
check that the SPA extends to co-ops. In other words, I would con- 
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sider that just as in buying a house, you will send the payments tu 
pay for the house, and when it is paid out, these people may tell us for 
the rest of the contracts they don’t need us in the house, and why 
shouldn’t we move out? 

Mr. Jensen. Well, Mr. Wright, maybe it is all right, or your inde- 
pendent thought is correct , but if you were to borrow money from 
the Federal Government to build a house, as many millions of people 
do, and after you had made all the payments on that home, then the 
federal Government could come in and give you $10 and take the 
house away from you, what is the difference between those two things? 
And if that is fair, if that is good business and fair business to any 
citizen of America, then I do not know what fair or good business is, 
and one is exactly the same as the other, only you are dealing with 
many people in the REA, whereas in this other instance you deal 
with only one individual, in buying a home. 

Mr. Wricut. Mr. Congressman, there is only this difference, in 
my opinion: 

If you borrowed money from the Federal Government to buy a 
home and then the Federal Government entered into a 40-year lease 
with you to utilize that home and pay all the payments you needed 
to pay the Federal Government for the home, you absolutely would 
see to it that you had the house for certain usage during that time, 
and then at the end of the time you had a similar situation, I would 
admit I am not going to be any better off personally, whether the 
“house” is in or out, whether the clause is in or out, and you ordered 
it out, and I don’t think there is any point in arguing it any more, 
because I am not going to put it in. 

Mr. Jensen. But every member of the REA’s in that area, or any 
other area that borrowed money from Uncle Sam, is obligated to pay 
his proportionate share of that obligation to Uncle Sam, and he does 
it over a period of years, until it is paid off. 

Mr. Wrigur. Then the Federal Government is obligated under this 
long-term contract to pay it to the cooperative, too, to back him up. 

Mr. Jensen. Well, where the Federal Government loans money to 
anybody, and after that person has met all his obligations according 
to the contract, I do not care what they are, and then the Federal 
Government can say, ‘‘We are going to give you $1 or $10, and we are 
going to take your property away”’, that just isn’t good Americanism 
in my book. 

Mr. Wricut. I agree with you, because nobody is going to persuade 
you that is so, and I am not going to try to, and I didn’t mean to do 
SU 

\ir. Jensen. That is all. 

May I say this? The only difference between Members of Congress 
relative to the continuing fund was the amount. The question was: 
How much? It wasn’t the question of whether we should save the 
RKEA’s. It was a question of how much money was necessary to be 
appropriated in order that they could save their property. 

Now, there was a difference of opinion, but there was no effort made 
on the floor of the House last year, to change the figure of $6 million. 
We accepted it. We accepted it without any debate, because we 
dian’ want to take any chances of REA’s suffering in that locality 
for lack of funds to carry on, and to meet their payments and to carry 
on their business. 
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Mr. Cannon. Is that your understanding, Mr. Wright? 

Mr. Wricur. Mr. Chairman, I am not competent to judge what 
was the meeting of the minds in the committee—or not the meeting 
of the minds. I am not sufficiently familiar to agree or disagree. 
I know nothing about it. 

Mr. Cannon. Well, the question was reactivation of the contracts, 
and you say that was essential. 


Mr. Wricur. I do. 
ARKANSAS CO-OP CONTRACT 


Mr. Hann. Mr. Wright, do you have an existing contract with 
these Arkansas cooperatives? 

Mir. Wricur. I had one with them, Mr. Congressman, which 
expired by virtue of its own terms, | believe in January 1955. Jan- 
uary 1. 

Mir. Hanp. Does the electric cooperative make any attempt to 
supplement that contract? 

Mr. Wricutr. Yes; they received an allotment to construct a system 
and undertook to organize and hire an engineer and plan their system 
and I believe they were enjoined in the county court of Pulaski 
County, Ark., from proceeding any further with the matter. 

The injunction was appealed ultimately to the Supreme Court of 
Arkansas, which held that this cooperative had no right to construct 
this project or proceed pursu iant to their contract. 

Mr. Hanno. Did they build any generating facilities? 

Mr. Wricut. No; they didn’t build anything or didn’t complete 
their engimeering planning. I don’t know if they spent any money 
at all. 

Mr. Hann. Mr. Secretary, would you care to make any comment 
on the situation? 

Mr. AANDAHL. Do I understand your question as being one as to 
whether that contract should now be renegotiated? 

Mr. Hanp. I think that is the ultimate purpose of my question, 
yes. 

Mr. AANDAHL. In order to answer that question, I will have to 
make the general statement that 1 do not feel that the Jease option-to- 
purchase contracts are a desirable type of contract. When I say that, 
I mean to make no exception to the fact that Congress has made 
money available and that we have reactivated the contracts that were 
previously signed. 

Mr. JeENsEN. With one exce ption, however. You left out the take- 
over part, did you not, the complete takeover, where the Government 
can pay $10 and then own the property. 

Mr. AAnDAHL. | want to further state I am in agreement that the 
option-to-purchase clause should be deleted in the amendments to 
those contracts and I feel we are properly doing that insofar as the 
contracts that were previously signed. They represent an obligation, 

admit, on the part of the Government. I have no objection to the 
2-vear period in which an attempt was made to get some alternate 
contracts, but when that attempt was not successful I feel that we 
have done the right thing by react wating those contracts and | think 
it is proper to delete the option te ) pure ‘hase. 

But even when that is done I do not think that this particular type of 
contract is the desirable contract and insofar as I do not think it is a 
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desirable contract, I certainly would not want to see negotiations 
entered into for the purpose of developing another contract of that 
ind to expand the responsibility. 
Mr. Hanno. Would it not cost the Federal Government revenue 
we entered into this type of contract in regard to comparable rights 
of some of the other co-ops? 

Mr. Aanpauu. This is an expensive type of contract under which 
to operate and I think the testimony indicates that those orig nal 
nitracts were really negotiated as purchase contracts. That is why 
he option-to-purchase clause was put in. As you know, prt 
contracts provide that the lease payment that SPA makes to the 
cooperatives is sufficient to amortize the Federal REA loan with 

terest during the period. 

The SPA commits itself to pay the complete purchase _ of 
those lines and in addition to that it commits itself to operate and 

intain them and to make the replacements during the neil lod, 
The contract was drafted and negotiated really as a contract that 
would be suitable for the Federal Government through SPA to pur- 
chase those lines from the cooperatives. I do not think that was 
desirable. I do not think those lines ever should be in the ownership 
of SPA. 7 

I think we are proper in deleting the option-to-purchase clause, but 
when that is deleted we are paying too much for those contracts and 
that is why I do not think any further contracts of that type should be 
egotiated. 

EXTENSION OF G. & T. CO-OP CONTRACTS 


Mr. Hann. Mr. Wright, do you contemplate the extension of these 
co-op contracts? 

\ir. Wricutr. No, sir. 

Mr. Hanp. You do not pay any attention to it. Would that be, 
in your judgment, within reasonable distance of the transmission line 3? 

Mr. Wricur. The integration that would insure from that would 
be primarily an integration of moving that thermal power out of the 
northeast area and the only hydropower that would go in there 
likely would be a very small amount of hydropower and the 
would probably be negligible. 

Actually, the loss would probably be overcome by the introducti 
of thermal power on the northeast end of this central system, so th 
the integration with that particular unit up there would probably | 
feasible in marketing to the extent of the service of the northe 
rroup cooperatives ovly with the expansion of more power and the 
thermal plant would not be feasible any more than it would in t 
northwest area. 

POWER DEMAND AND SUPPLY 


Mr. Hanp. Do you have a present shortage in your area now, » 
southwestern area, Mr. Wright? 

Mr. Wricut. You have a shortage of types of power, Mr. C 
man. This hydro power is peaking power. In the south 
hey have far less peaking power than it would be proper 
in the total systems. 

Let me explain it this way, and the way it works is ver) 
This area now doesn’t have anybody that isn’t 
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that doesn’t want it, but between now and the time you can build 
anything there will be load growth in this area sufficient to absorb 
any size plant that you can conceive of almost, and the type of plant 
needed is peaking plants so that peaking power balances off the 
thermal power. 

Right at the moment we have in this area only about six hundred 
thousand kilowatts of hydroelectric peaking power; at the most, 
700,000 kilowatts; and the Union Electric Co. knows that it can put 
in and utilize in 1 unit 800,000 kilowatts of daily peaking power just 
below St. Louis, so we need a vast amount of peaking power and the 
load growth could be handled by the installation of peaking power. 
That load is now carried by old, inefficient, high-cost intermittently 
operating plants that would simply be closed down and everybody 
would be better off. 

Mr. Hanp. You mentioned the Union Electric. Is that some 
particular plant or group of plants that they contemplate serving? 

Mr. Wrieur. The Union Electric recently announced publicly 
that they are studying and are supposed to construct, if the study is 
determined to be feasible, and they are quite far advanced, a so-called 
pump-back hydroelectric project near St. Genevieve, Mo., which will 
consist of two dams, a low-level dam and a high-level dam, and they 
would fill those dams by pumping water out of the Mississippi River 
to fill them the first time and then at nighttime they would pump the 
water from the low reservoir up into the high reservoir, utilizing 3 
kilowatt-hours per unit of thermal power and make 2 kilowatt-hours 
of hydropeaking power next day. 

Mr. Hann. Yes; you referred yesterday to the nature of that plant. 
My question was whether they are anticipating this additional need 
for power. 

Mr. Wriaur. Yes. 

Mr. Hanp. By the addition of some new industry there in that area 
or group of industries. Do they have specific plans? 

Mr. Wricur. We are anticipating the need because of load growth 
and the peaking power to meet daily peaks. They have an excess of 
thermal power at night which they would like to convert into peaking 
power in the daytime and they know that by using 3 hours at night 
they can get back 2 hours in the daytime. While the 3-hour power 
at night costs them just the fuel to generate it, say, 3 mills a kilowatt- 
hour, this stuff they get back in the daytime is worth 15 or 16 mills. 

Mr. Hanno. When you anticipate shortages in the future, is that 
because of new industries that are being attracted into the area? 

Mr. Wricur. There will not be shortages in the sense that nobody 
gets power service, but power, instead of being supplied on peak by 
hydroplants, if you don’t build them, will be supplied by high-cost 
thermal plants, which is not the best way to bring that kind of power. 
Somebody will build some kind of a plant to serve anything that is 
needed, but the industry will be slowed down by virtue of the addi- 
tional high cost if you don’t put in this best way to make peaking 
power for the area. 

Mr. Hanp. Of course there is no objection in your mind or in the 
minds of your administration to private capital constructing hydro- 
electric plants there or anywhere; is there, Mr. Wright? 

Mr. Wrieut. There never has been any objection, in my mind, I 
have always thought, as I told the committee yesterday, I thought 
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each dam was a problem unto itself and there are many dam sites 
which or where I believe the public interest is such that the Federal 
Government ought to build them instead of with private capital. 
Again, I don’t know that I agree with the people I work for, but I 
am telling you what I think. 

Mr. Hann. Well, why would you say that, if private capital were 
ready, willing, and able? Let us assume they might be ready 
build hydroelectric plants. 

Mr. Wricut. The private capital that might develop a particular 
project might not be able to utilize the output of that project elec- 
trically to the great good that could be done if it were publicly 
developed, in my judgment. 

Mr. Hanp. Are there some other factors in the construction? 

Mr. Wricur. No, not factors of construction, they are factors of 
utilization. 

Mr. Hanp. There is no objection, in your mind, for example, to 
give you a specific example, of the Conowingo hydroelectric plant at 
Conowingo, Md., which is entirely financed by the Philadelphia 
Electric Co.? 

Mr. Wricut. Not a bit. As a matter of fact, they have been 
integrated with the Washington area and I have seen them through 
the dispatcher’s office here swing the Washington area load on and off 
the Conowingo project. 

I don’t know if this electricity came from Conowingo and possibly 
fed from the Philadelphia area to its facilities here. 

Mr. Hanp. I understand Pepco has contemplated the construction 
of a hydroplant. Do you know anything about it? 

Mr. Wriear. No. 

Mr. Hann. You could not find any objection to private capital 
developing even hydroelectric power where feasible, and they are 
ready, willing and able? 

Mr. Wriaut. Not a bit. 

Mr. Hanp. In other words, it is not your opinion that it should 
be the exclusive function of the Federal Government to build these 
plants? 

Mr. Wriaear. It is not. 

Mr. Hanp. I have no quarrel whatever with your opinion, Mr. 
Wright, concerning the controversy we were having yesterday and 
again a little bit today about the 50-year base or the 100- year base, 
but you are not familiar, are you, with the Budget Circular A-+47 under 
the former administration which promulgated a 50-year base? 

Mr. Wriaut. Yes, sir, I am familiar with that. 

Mr. Hanp. That is all, thank you. 


SPA SYSTEM STATISTICS 


Mr. Taser. I wonder if you could give me a little information. I 
have in front of me last year’s figures on this subject. Have you got 
them? 

Mr. Wriaut. Yes, sir. 

Mr. Taser. On page 21 there is a list of names of production dams. 

Mr. Wriacut. Yes. 

Mr. Taper. Are they the only dams that presently handle the 
production end of it? 








146 


Mr. Wriacut. No, I believe, in addition to that, there is the Whitney 
Dam. No, I see the Whitney Dam is listed. You are right, those 
are the only ones. 

Mr. Taser. Table Rock is not? 

Mr. Wricut. Table Rock is not and it won’t be for a couple of 
years. 

Mr. Taser. The others are all in? 

Mr. Wricut. That is correct, sir. 

Mr. Taser. And installed to practically full capacity? 

Mr. Wricut. No, they do not have all of the units in, but the 
units they have in are operating. For instance, Denison Dam is 
built to accommodate five units. There are two units in the Denison 
Dam. The Norfork Dam is built to accommodate four units. There 
are two units in the Norfork Dam. 

The Bull Shoals Dam is built to accommodate eight units. There 
are four units in the Bull Shoals Dam. 

All of the units are in the Fort Gibson. 

Mr. Taser. How many? 

Mr. Wricut. In Fort Gibson, we have 3; I believe we have 2 or 3 
units. Their total is 45,000 kilowatts and they are all in. 

In the Tenkiller Ferry we have two units and both of them are in. 

In Blakley Mountain we have two units and both of them are in. 
In the Narrows Dam we have two units and both of them are ia. In 
the Table Rock Dam there is the question of whether the initial 
installation should be 2 or 3 or 4 units and in my judgment it should 
be at least 3 and preferably 4. 

The Whitney Dam has two units and they are both in. 

Mr. Taper. Are you able to give us the production power from 
each of those dams? 

Mr. Wricut. Yes, sir; I can give you something. 

Mr. Taser. Now, I have a table here. I am not going to ask you 
to read it tome. I am going to ask you to put a table in the record. 

Mr. Wriear. I will be very glad to do that. 

Mr. Tansr. On page 224 of the hearings on the eastern section 
of the public works bill last year there was a table and there in the 
first column was listed the names of the dams and in the second 
column the estimated costs and in the third column the operation and 
maintenance of the plant. Now, out of what funds do you pay or is 
paid the operation and maintenance? 

Mr. Wriacur. Out of the funds appropriated to the Department 
of the Army, Corps of Engineers. 

Mr. Taser. The operation and maintenance is in the next column 
and the marketing costs are in the next column. 

Now, I think vou can handle this much better, if you are able to, 
by using this table on which the Southeast is set up. 

Mr. Wrigur. We will prepare a table similar to it for the record. 

Mr. Taner. Now, I wanted to go through this so that if there was 
something that you could not give me you could say so and I could 
find some other way of getting it. 

Mr. Wricut. Up to now I think we can give you everything you 
have talked about. 

Now, this distribution costs we cannot segregate by dams, because 
all of the dams feed into a common system. 

Mr. Taser. You will give the total? 











n 


il 


n 


147 


Mr. Wricut. We can give you a total, yes, sir. 

Mr. Taser. All right. Then the next one is “Installed generating 
capacity.” 

Mr. Wriaut. Yes, sir. 

Mr. Taser. That is in kilowatts. 

Mr. Wricur. Yes, sir. 

Mr. Taper. The next one is ‘Peak generation.” 

Mr. Wriacut. Yes, sir. 

Mr. Taser. The next one is “Energy, kilowatt hours produced 
during the year.” 

Mr. Wriacut. Yes, sir. 

Mr. Taser. You can give that? 

Mr. Wricut. Yes, sir. 

Mr. Taser. The next one is “‘Status of revenues, fiscal year 1955.’ 
You can give that correctly, I expect? 

Mr. Wricut. Yes, sir. 

Mr. Taser. The way you handle it you would not be able to give 
the revenue by unit, or would you? 

Mr. Wricut. No, sir. It would be a total revenue. 

Mr. Taser. And the next one is “Fiscal 1955.”’ You could give 
that correctly? 

Mr. Wriaut. Yes, sir. 

Mr. Taser. On “Fiscal 1956” I expect you have to give only part 
of that. 

Mr. Wricut. We can give the actual through March 31. 

Mr. Taper. I think you had better put another column beyond 
what it is here in the record, “Actual through March 31 and estimated 
for the vear.”’ 

Mr. Wriacur. Yes, sir. 

Mr. Taser. You can do that? 

Mr. Wricut. Yes, sir. 

Mr. Taser. Maybe you could give the estimate of the power in 
the year? 

Mr. Wriaut. Yes, sir. 

Mr. Taser. Now, | have 3 or 4 other questions that I want to ask. 

Mr. Rasavut. Before you leave that, Mr. Taber, are you asking 
what the power would be of the generators not yet installed? 

Mr. Taper. I have not asked that. All right, put in another 
column. 

Mr. Rasavt. I think there are 10 of them. 

Mr. Taser. All right, put in another column that will show what 
might be produced with the generators. 

Mr. Wricur. Ultimate capacity. 

(The matter referred to appears on p. 155) 

Mr. Taper. Yes. Now, | have some other questions that I would 
like to ask because I think that we ought to have these things in front 
of us in order to size up this operation. 

Now, how many customers do you have? 

Mr. Wricut. Well, my guess is we would have one hundred and 
some customers. I can give you a detailed list for the record. 

Mr. Taser. I do not care about the list. There are some things 
about it I would like. 

Mr. Wriaut. I find there are about 56. 


, 
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REYNOLDS ALUMINUM CONTRACT 


Mr. Taser. This Reynolds Aluminum contract. Was that entered 
into sometime about 1950? 

Mr. Wriaeur. 1952 in January. 

Mr. Taser. 1952 in January. Now, that extends for how long? 

Mr. Wriaurt. For 30 years. 

Mr. Taper. And at what rate do you supply electricity to them? 

Mr. Wrieut. Electricity is supplied at a sliding scale rate in the 
contract, which gives the Government a return of 5.2 mills per 
kilowatt-hour at the dam for its peaking energy and the actual rate 
in the contract for the first 5 years is at 5.2. 

The contract allows an adjustment upwards during its life not to 
exceed 5.72 for the second 5 years and not to exceed 5.98 for the 
third 5 years and not to exceed 6.11 for the fourth 5 years and not to 
exceed 6.24 for the fifth 5 years and not to exceed 6.37 for the last 
5-year term of the contract. 

So, it has a sliding rate adjustment from 5.2 to 6.37 during the life 
of the contract. 

Mr. Taser. All right, maybe you have testified to what the other 
rates were on the system. Are there several different rates or not? 

Mr. Wricut. This rate in the aluminum contract is a different rate 
in that it is based on the application of the A rate to peaking power 
when it was made. 

Now, the A rate itself is a rate requiring a demand charge of $1.35 
for the first 2 hours and 4 mills for all above that and on the basis of 
that rate this aluminum contract rate would have been 6.75 mills at 
the load center. 

Actually, the aluminum rate was figured to be 6.2 mills at the load 
center and 1 mill wheeling charge was allowed the wheeling company 
who moved it in the negotiation. 

The other rate we have is a peaking rate of 7 mills a peaking hour 
for 2 kilowatt-hours. The rate on the aluminum contracts are 
identical. 

Mr. Taser. Who uses that? 

Mr. Wricut. Anybody who wants to buy peaking power of 200 
hours would get a 7-mill rate. If they buy A rate power they would 
get that block of power for 6.75 mills. The only reason they weren't 
the same was we couldn’t find any way to state the rate in dollars and 
cents that would give us 6.75 mills. 


SOUTHWEST GAS & ELECTRIC CONTRACT 


Mir. Taner. Now, these company transactions that you have, as I 
remember it, I may not have them all, you have the Southwest Gas 
& Electric. You have a deal with them? 

Mr. Wricut. Yes, sir. 

Mr. Taser. And what rate do they get when you sell power 
to them? 

Mr. Wricur. They pay out the total of $207,000 a year for the 
output of the Narrows Dam. And in that contract they agreed to 
sell back to the Government delivered at load center for REA cus- 
tomers twice as much firm power as the project has by itself or 5,000 
kilowatts. 
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Mr. Taper. Is the power they can deliver back to you thermal 
power? 

Mr. Wriacut. It is continuously available power partly from their 
thermal power and partly from the Narrows Dam project, depending 
on whether it is being scheduled or not. 

Mr. Taser. Have you told us what they pay you? 

Mr. Wriaut. No, sir. 

Mr. Taser. What do they pay you for the Narrows Dam power? 

Mr. Wricut. The effect of that contract, since it is an interchange, 
without complete financial evaluation, has to be taken into the total 
effect of it and we found out what has happened, we get a return for 
the total power produced at Narrows Dam of 9.96 mills a kilowatt- 
hour. 

Actually, for the power it paid 50.98 mills, nearly 5 cents a kilowatt- 
hour, because it retains practically none. All they got is the capacity. 
That is not an unusual charge for capacity without energy. It is a 
very fair contract. 


TEXAS POWER AND LIGHT CONTRACT 


Mr. Taper. Well, the Texas Power & Light is another one you 
have a deal with? 

Mr. Wriacut. Yes, sir. 

Mr. Taper. And how much electricity do they get from you and at 
what rate? 

Mr. Wricur. They get from us 30,000 kilowatts and 5,833,333 
hours of peaking energy a month and they get an average of 5 million 
kilowatt-hours of secondary energy a month for which they pay us 
$52,000. 

Mr. Taser. How much of secondary power is it? 

Mr. Wriaut. Five million a month and it is worth about a mill and 
a quarter a kilowatt-hour to a mill and a half a kilowatt-hour. Valu- 
ing it at a mill and a half, that would make $7,500 of the $52,000 pay- 
ment for secondary power, which would leave you about $44,000 as 
payment for the primary power of 5,833,000 kilowatt hours. 

Mr. Taser. Now, what rate does that figure come to for the peak- 
ing power and the secondary power? 

Mr. Wrieat. It figures out about a mill and a half for the secondary 
and about 7% mills for the primary or peaking power. 

Mr. Taser. Now, Oklahoma Gas. How many dollars do they 
pay you and how many do you pay them? 

Mr. Wricut. The net exchange in the Texas contract is indicated 
by one tabulation, which is placed in the record, and it shows this: 
that every month at the end of the month under the present exchange 
the Texas company owes the Government $44,050 and the Govern- 
ment owes the Texas company $40,000. They send us a check for 
$3,850 for the difference and they furnish us power equivalent to 
20,000 kilowatts and about 7,300,000 a month for sales to preference 
customers. 

The net result of that is that the Government, during its entire oper- 
ation under the Texas contract, has had a net return on its hydro 
peaking power of 8.26 mills a kilowatt-hour and it has collected from 
Texas customers 5.49 mills a kilowatt-hour for the power that is de- 
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livered to them. The rest of the payment came from the Texas com- 
pany. 

Mr. Taner. Is that substantially a thermal power proposition they 
serve to you? 

Mr. Wricur. Yes, itis. Very little of the hydro gets to any of these 
preference customers. 

Mr. Taser. Well, what the Texas company turns over to you is 
mostly thermal power? 

Mr. Wricur. That is true, because of the location of the dam and 
their system. The Dennison Dam from which that power comes is 
located here on the Red River on the north boundary of Texas. Now, 
all of the customers served are served from their south [indicating] all 
the way down to Beaumont, Tex., and all the way west out here 
lindicating] to Comanche, Tex., near Brownwood. 

Now, the Texas company has a big steam plant located here at 
Trinidad and anything south of Trinidad will be all-thermal power. 
Your hydropower would all be used in the area adjacent to Dennison 
Dam in the Texas system. You simply have a change of power. 

Mr. Taser. In other words, they use the power they get from 
Dennison right in that area? 

Mr. Wricur. Yes, sir. 

Mr. Taser. And they supply you with the thermal power down 
farther south? 

Mr. Wricnur. That is correct and farther west. 


OKLAHOMA GAS AND ELECTRIC CONTRACT 


Mr. Taser. Now, the Oklahoma Gas & Electric. Can you give 
me the same picture approximately on that? 

Mr. Wricut. There are two companies, both Public Service and 
Oklahoma Gas & Electric Co., in the Oklahoma contract. The 
contract is between the Government and two Oklahoma companies. 
The results of that operation are that we have received 1.25 mills a 
kilowatt-hour for all of the secondary power delivered under that 
contract and that has been a total of 83 million since its inception. 

Mr. Taner. How much was it during the current year; this last 
year, I mean? 

Mr. Wricnut. In 1955 it was 7,600,000 and in 1956, for the first 6 
months, it was 8,400,000. 

Mr. Taser. In 1956 it is what? 

Mir. Wricur. 8,494,000 for the first 6 months. 

Mr. Taser. In other words, it is a great deal more than it was in 
1955? 

Mr. Wricur. Yes. Dennison still has overflowed a part of the 
time, during the first part of fiscal 1956. 

Mr. Taper. Is that $8 million? 

Mr. Wricur. That is § million kilowatt-hours of secondary power, 
for which we received a mill and a quarter. 

Mr. Taser. I see. How many dollars does that make? 

Mr. Wricur. That is 14 times 8 million, which would be about 
$10,600. 

Mr. Taner. I see. 

Mr. Wricutr. Now, we generated, we delivered to the Texas 
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companies a total of 384,527,000 kilowatt-hours of primary power 











> Tp 





151 


and for that we received 6.93 mills per kilowatt-hour average from the 
company and the cooperatives and from the companies themselves 
we received 7.6 mills. 

Mr. Taser. And how much money did you get from them? 

Mr. Wricar. I haven't computed | out the total dollars. 

Mr. Taner. Will you put that in right here? 

Mr. Wricur. Yes, sir; I will be very happy to do that. Yes, I 
have that, too. I beg your pardon. That is, from the Oklahoma 
companies and we received the sum. 

Mr. Taper. Give’me the 1955 and the 1956. 

Mr. Wrigur. Yes, sir. It is in the record already in the tabulation 
which I gave you. We received from the Oklahoma companies 
$68, 246.54, being the total energy, and we received $9,521.38 for 
secondary energy and we receiv ed $66,203 for the first 6 months of 
primary energy ‘and we received $10,618 for secondary energy. 

That is in the tabulation which I placed in the record yesterday. 

Mr. Taner. Yes. Now have you got any other customers besides 
them among the public utilities? 


REYNOLDS ALUMINUM CONTRACT 


Mr. Wricut. The aluminum contract. 

Mr. Taper. Yes. Well, you told us about that. 

Mr. Wricutr. We have a contract that is not with a company. 

Mr. Cannon. May I ask you there, what is the date of this 
contract? 

Mr. Wricut. I believe it is January 19, 1952. It is in January of 
1952 

Mr. Cannon. Do you agree it was approximately that time, 
which was during the Korean war? 

Mr. Wricur. Yes. 

Mr. Taser. How much money does the aluminum company pay 
you? Did I get that? 

Mr. Wricut. That contract is a triparty contract signed by the 
Arkansas Power & Light Co., the Reynolds Metal Co. and the United 
States Government; and under that contract the payments are made 
to the Government by the Arkansas Power & Light Co. and I believe 
they pay the Government $1,800,000 a year. 

Mr. Taser. $1,800,000 you said? 

Mr. Wricut. Well, I can give it to you by 6-month intervals 
exactly. The last 6 months of fiscal year 1954 we received $939,826.63 
and for the fiscal year 1955, we curtailed the delivery of power because 
of the drought and we rec eived $768,868.88, and for the first 6 months 
of fiscal year 1956 we received $944,368.75, and the estimated annual 
revenue will run between $1,800,000 and $1,900,000 a year. 

Mr. Taser. Now, is that the only transaction that you have with 
the Arkansas Power & Light? 

Mr. Wricur. That is, sir. 

Mr. Taser. You do not have any back and forth deal like you do 
with the other concerns? 

Mr. Wricur. No, we have this kind of contract with the Arkansas 
Power & Light Co. We deliver the entire output of Blakley Mountain 
Dam into their system at the Blakley Mountain Dam and they 
deliver the same amount of power and energy back to us on this main 
grid, anywhere on it we want it. 
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It is just simply an exchange of power without any charge on their 
part for moving it. There are no rates in the contract. We just let 
them take Blakley Mountain, which is near a point where they want 
some power, and they give us power back on the main grid where we 
want it. 

G, AND T. CO-OP CONTRACTS 


Mr. Taser. Now, do you have these G. and T. Co-ops for which 
you use this continuing fund and buy power from them? What is 
the purpose of that? Iam stating to you frankly that I have not sat 
in on the hearings on this much before so I do not know much about it. 

Mr. Wricut. Mr. Congressman, that involves the transmission 
systems of certain generating and transmission cooperatives and the 
powerplants, the thermal plants of three of them. 

I will recite what happens in one and the same thing happens on 
the others. Taking the one in western Oklahoma, they have 69-kilo- 
volt transmission lines serving all the distribution cooperatives in the 
western half of Oklahoma. They have a thermal plant at Anadarko 
of 30,000 kilowatts. This contract provides that the Government 
will pay to the cooperative the amount of money it cost the cooperative 
to amortize this system and the amount of money it cost them to main- 
tain and operate it for the use of the capacity of this system in de- 
livering power and energy. 

Then, the Government utilizes that system to deliver power and 
energy to every one of these load centers at whatever rate it has at 
the load center for such service. It also buys the entire output of this 
thermal plant any way the Government wants to schedule it to fit in 
with its hydro plant at a certain specified rate. 

In the case of this project that is 4.2 mills a kilowatt-hour. The 
purpose of the continuing fund is to enable the Government to make 
the payments that it has to make to the cooperatives because of those 
things it is buying and serving. 

Mr. Taser. Then, they buy power from you, do they? 

Mr. Wricur. Yes; they buy their entire power requirements back 
from the Government and the committee has now directed that the 
contracts be amended so that only net balances are paid. 

When the contracts have been so amended, as soon as we get them 
amended, then the amount of requirements of the continuing fund 
would be reduced from $6,400,000 to $4,103,000. 


OPERATING STATEMENT 


Mr. Taser. I think in order to get this picture so we can under- 
stand it, we ought to have an operating statement from you showing 
the source of your receipts and showing the disbursements that you 
make for power. I do not care about showing the details of all of 
your co-op customers, but I do want to show the things by items, 
what you get from aluminum, Reynolds Aluminum, and what you get 
from these different utilities, and I think you should show what you 
pay to these utilities or co-ops that you buy power from. 

Mr. JENSEN. Private utilities. 

Mr. Taper. Yes; it should show that, sure. 

I do not care about your receipts from the smaller co-ops, the 
detail of your receipts, you can lump that as far as I am concerned 
in your picture. 
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Mr. Wriacur. For what period do you wish this? We can furnish 
it to you very easily. 

Mr. Taser. For the fiscal year 1955 and for the fiscal year 1956, 
insofar as you have it. 

Mr. Wricut. We could even give it to you by estimates up to the 
vear 2009, if you want it. 

Mr. Taser. I do not want that. I think if you have that for those 
2 years, the actual figure for the first 9 months of 1956, that will be 
all right. 

Mr. Wricut. We would be very happy to do that, Mr. Congress- 
man, 

Mr. Taper. And then I think we ought to have your whole operat- 
ing expense. 

Mr. Wricut. Yes, sir. We will be very happy to do that. 

Mr. Taser. All right, that is about what I had in mind. 

The matter referred to appears on p. 154.) 


GREERS FERRY AND BEAVER DAM 


Mr. Cannon. Now, I want to ask you two more questions. The 
Greers Ferry Dam would produce power which could be substituted 
for the power which the Arkansas power and Light now takes from 
Bull Shoals and would thereby free a similar amount of power which 
could be used by the electric cooperatives in Missouri, Oklahoma, 
and Texas? 

Mr. Wricur. That is correct. 

Mr. Cannon. For that reason the Greers Ferry Dam would be 
highly advantageous. 

Mr. Wricur. That is correct. 

Mr. Cannon. Now, we were also told that the Beaver Dam offered 
potential power above any other dam out there. We were told it was 
the finest location for a dam that could be found and that it would 
provide 64,000 kilowatts, dependable capacity, and because it is on 
the river above the Table Rock and Bull Shoals Dams it would provide 
an additional 58,000 kilowatts in these 2 lower dams. That is a total 
of 122,000 kilowatts, which makes Beaver Dam a very feasible 
project. 

If possible, this dam should be started because of its increased effect 
on the dams below and is also in the area where it can be connected 
to the SPA system without too much cost. Do you approve of that 
statement? 

Mr. Wricut. Yes, sir; I concur in that statement. 

Mr. Cannon. Is there anything further, gentlemen? 

Mr. Taser. Would you point out where this aluminum plant is 
on the map and tell us which one of these dams is nearest to it? 

Mr. Wricurt. The aluminum plant is located near Arkadelphia, 
Ark., which is right here [indicating] and it is immediately apparent 
that the closest dam to it is Blakley Mountain, so that the Arkansas 
Power & Light Co. are very happy to have a contract with us to take 
Blakley Mountain into their system, which is near the aluminum 
plant, and give us back to the system the power they had been taking 
from Bull Shoals and it was a good deal for us. We both liked it. 

Mr. Rasavrt. One other point I have here, You know, before, 
when you asked for the customers, you said you were not interested 
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in all of them. That was in the past. Why do you not put them all 
in? 

Mr. Taper. All right, put them all in. 

(The matter referred to is as follows:) 


Revenues by class of customers; and payments for expenses from appropriations, 
actual fiscal year 1955, and estimated fiscal year 1956 

















Fiscal year Fiseal year 

1955 actual — estimated 

iicaathdleeiapiiipaienitiaiiai Snapple i ie sical ions ae i 
Revenues: | 
Revenue from the sale of power and energy ” class of customers: | | 

Electric cooperatives. .........-.------- itenebseecis Sneccacncnt Sm LORS T $4, 914, 178 

Municipalities __- ae seine vies iateu calshen 701, 129 799, 901 

Private electric utilities_...__-_. : Noes een sesdage 3 1,010, 143 2, 208, 465 

Public authorities. --_-_--- we iis pat ee bancempauenaal 241, 016 | 218, 924 

Total revenues. -- wi Soh Ses sie ; 4,075, 727 8, 141, 468 
Expenditures: | 

Payments to cooper: atives for the purchase of power and service charges 1, 328, 951 5, 115, 000 

Payments to private utilities for the — ase “— er and service charges-| 160, 215 135, 000 

E xpenditures for operating expenses- ik, vdieo MR AEE oF TR RE | 863, 133 | 1, 040, 643 

2 0tel Gxpenditures.........<......-«..... ‘ Ie SS rede 2, , 352, 299 | 6, 290, 643 

Excess of revenues over expenditures-.-...__-- ee | 1, 850, 825 


Installed and ultimate capacity of projects in commercial operation, fiscal year 1956 








ba coneaanin 
an ; 
ei | Installed | Ultimate 5s Installed Ultimate 
Project capacity capacity | Project capacity capacity 
aire ticaentaatite sates peace aa eaiesen ; —|| 3 = ; cee |. ieuancaiths 
| 
Blakely Mountain-.-.- 75, 000 | 75,000 |} a eS 70, 000 | 140, 000 
Bull Shoals---- pio’ 160, 000 | 320,000 || Tenkiller Ferry.....--| 34, 000 34, 000 
I cas cicierinaren 70, 000 ut Oe, ee | 17,000 | 25, 500 
Fort Gibson_- 45, 000 67,500 || Whitney_......-.---- | 30, 000 | 30, 000 
| 
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List oF CusTOMERS By CLAss AS OF APRIL 1956 


MUNICIPALITIES 
Anadarko, Okla. Poplar Bluff, Mo. 
Clarksville, Ark. Purcell, Okla. 
Crescent, Okla. Ryan, Okla. 
Eldorado, Okla. Sikeston, Mo. 
Goltry, Okla. Skiatook, Okla. 
Granite, Okla. Spiro, Okla. 
Hermann, Mo. Springfield, Mo. 
Hominy, Okla. West Plains, Mo. 
Lamar, Mo. Wetumka, Okla. 
Lexington, Okla. Yale, Okla. 


Paris, Ark.! 


1 Contract effective January 13, 1956. Service to begin May 20, 1956. 
GOVERNMENT INSTALLATIONS 


Altus Air Force Base, Altus, Okla. U. S. Naval Air Technical Training 
Fort Sill, Okla. Center, Norman, Okla. 
U. S. Naval Ammunition Depot, Me- Vance Air Force Base, Enid, Okla. 
Alester, Okla. 
DISTRIBUTION COOPERATIVES 


Canadian Valley Electric Cooperative Kaufman County Electric Cooperative 
Choctaw Electric Cooperative Kiamichi Electric Cooperative 

Deep East Texas Electric Cooperative North Arkansas Electric Cooperative 
East Central Oklahoma Electric Coop- Peoples Electric Cooperative 


erative San Houston Electric Cooperative 
Fannin County Electric Cooperative Southeastern Electric Cooperative 
Farmers Electric Cooperative Upshur Rural Electric Cooperative 
Grayson-Collin Electric Cooperative Wood County Electric Cooperative 


Hunt-Collin Electric Cooperative 


G. & T. COOPERATIVES 


Brazos Electric Power Cooperative N. W. Electric Power Cooperative 
Brazos Electric Power Cooperative— Sho-Me Power Corporation (Doniphan) 
Whitney contract Sho-Me Power Corporation (Mansfield- 
Central Electric Power Cooperative Maries) 
KAMO Electric Cooperative Sho-Me Power Corporation (West 
M. & A. Electric Power Cooperative Plains) 
(Doniphan) Western Farmers Electric Cooperative 


M. & A. Electric Power Cooperative 
(powerplant) 
PRIVATE UTILITY COMPANIES 


Arkansas Power & Light Co. Southwestern Gas & Electric Co. 
Oklahoma Gas & Electric Co. Texas Power & Light Co. 


Public Service Company of Oklahoma 


Mr. Cannon. All right, the committee will adjourn at this time. 
This concludes our hearing on the Southwestern Power Administration 
and at 2 o’clock this afternoon, or rather 2:15 this afternoon we will 
take up some remaining items to be considered. 
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WEDNESDAY, May 


TENNESSEE VALLEY AUTHORITY 
WITNESSES 


HERBERT D. VOGEL, CHAIRMAN OF THE BOARD OF DIRECTORS 
H. A. CURTIS, DIRECTOR 
A. J. WAGNER, GENERAL MANAGER 
R. A. KAMPMEIER, ASSISTANT MANAGER OF POWER 
C. E. BLEE, CHIEF ENGINEER 
c. H. YOUNG, MANAGER OF CHEMICAL ENGINEERING 
J. H. WALTHALL, DIRECTOR OF CHEMICAL DEVELOPMENT 
J. SWIDLER, GENERAL COUNSEL 
. ELLIS, BUDGET STAFF 
VAN MOL, CHIEF BUDGET OFFICER 


Cc. 

RICHARD KILBOURNE, DIRECTOR OF FORESTRY RELATIONS 
E 
J. 


L. 
L. 
Amounts available for obligation 


1955 actual | 1956 estimate | 1957 estimate 


4 ppropriation meee ee $120, 000, 000 $27, - 000 $5, 357, 000 

Unobligated balance brought ee 1, 068, 000 }|.....-- bs 6, 500, 000 
Total available for obligation abate ainsi ire 121, 068, 000 | "97,053, 000 11, 857, 000 

Unobligated balance carried forward -_------ pen on oil a —6, 500, 000 

Unobligated balance rescinded... -...........------- : wa a = 500, 000 


121, 068, 000° 20, 553, 000 5, 357, 7,000 





Analysis of transfers to revolving fund 


1955 actual | 1956 estimate | 1957 estimate 


Ol bligations incurred during the year (total transfers to re- 
olving fund : ae eee $121, 068, 000 $20, 553, 000 $5, 357, 000 
Transfers above are distributed as follows: 
Out of current authorizations. __.........--- : ‘ 120, 000, 000 20, 553, 000 5, 357, 000 
Out of prior authorizations--..----- : : 1, 068, 000 


Consolidated amounts available for obligation 


1955 actual | 1956 estimate | 1957 estimate 


Income: 
Transferred from general fund appropriation account...._| $120,000,000 | $27,053, 000 $5, 357, 000 
Corporate income .-_- : : 214, 525, 825 248, 227, 000 57, 258, 000 
Unobligated balances brought forward: 
A ppropriated funds-.-___-- eo 52, 266, 056 65, 107, 921 23, 060, 000 
Power proceeds > 36, 755, 746 42, 918, 971 51, 780, 971 
Nonpower proceeds ; 5, 465, 224 7, 263, 895 6, 587, 000 
Continuing fund_--. ae 1, 000, 000 1, 000, 000 1, 000, 000 
Inventories... .........- 28, 036, 686 29, 168, 097 36, 458, 097 


Total available for obligation 458, 049, 537 | "420, 738, 884 381, 501, 068 

Payments to Treasury 

Retirement of bonds ; —15, 000,000 | —14, 000,000 |____- a 

Payment on power investment — 35, 000,000 | —45, 000, 000 —75, 000, 000 

Payment of nonpower proceeds —5, 465, 224 —7, 263, 895 — 6, 587, 000 

Unobligated balance rescinded . — 6, 500, 000 
Unobligated balances carried forward 

A ppropriated funds —65, 107,921 | —23, 060,000 |. 

Power proceeds — 42, 918, 971 — 51, 780, 971 — 49, GOR, 971 

Nonpower proceeds —7, 263, 895 — 6, 587, 000 —6, 488, 000 

Continuing fund. —1, 000, 000 — 1, 000, 000 —1, 000, 000 

Inventories ‘ — 29, 168,097 | —36, 458, 097 — 38, 037, 097 

Adjustments for changes in inventories 1, 131, 411 7, 290, 000 1, 579, 000 


‘otal obligations : si , 258, 256, 840 242 | 878, 921 199, 469, 000 
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Obligations by activities 


1 
Description 


ACTIVITIES FINANCED FROM APPROPRIATED FUNDS (TRANSFERS 
FROM THE GENERAL FUND) 


Acquisition of assets 


Navigation, flood control, and power program: | 
Projects contributing to power supply: 

Boone - - - 

Fort Patrick Henry 

Additional hydro units: 

Hales Bar 15 and 16-- ‘ 

Hiwassee 2--- sina ae dsb waeeeee 
Cherokee 3 and 4 Ee | 
Chatuge 1 
Nottely 1- eink a ied 
Fontana 3 Et . | 
Douglas 4_- a 

Johnsonville steam plant__-- ahd a 

Widows Creek steam plant_- 

Kingston steam plant-- 
Shawnee steam plant-.- 
Colbert steam plant 
John Sevier steam plant__- 
Gallatin steam plant_._-__..-- ‘ | 





Total projects contributing to power supply ---- 
Transmission system facilities 
Power service building-- 
Additions and improvements at completed projects 
Navigation facilities _ __- i 
Flood control facilities 
Investigations for future projects: 
Current_--- 
Writeoff of Chilhowee project. 
Distribution of administrative and general expenses-__- 
Total navigation, flood control, and power program. 
Fertilizer and munitions program: 
Chenic ul facilities _ - , 
Distribution of administrative and general expenses - 
‘Total fertilizer and munitions program__-- 


General service activities: | 
General fac ilitie Ba 
Distribution of administré itive and ge neral expe nses. 


Total general service activities -- 


Total acquisition of assets 
Expenses | 


Navigation, flood control, and power program: 
Navigation operations. -....-...----- ‘ ‘ 
F lood-control operations - - - 
Multipurpose reservoir oper: tions. - - - Bs 
Distribution of administrative and general expe nses.. 


Total navigation, flood control, and power program..--- 


Fertilizer and munitions program: 
Fertilizer and munitions development. a 
Distribution of administrative and ge ner: al expenses 

Total fertilizer and munitions program 
Resource development program: 
Resource development 
Distribution of administrative and general expenses 


Total resource development program. 


General service activities: Maintenance 


by others on TVA dams- 


of bridges financed 


Total expenses__- patedueantnos : oar we 


1955 actual 


$65, 201 
187, 041 


—933 

1, 298, 639 
21, 347 
182, 791 

1, 015, 474 
—28, 537 
83, 489 
380, 590 

1, 630, 815 
23, 538, 003 
16, 986, 244 
12, 376, 050 
19, 906, 489 
16, 421, 013 


94, 063, 716 


1 


1 


3, 176, 5 y 20 
413, 174 
734, 398 
181, 526 


72, 155 
— 66, 


1, 564, 807 


369 | 


927 } 


00, 139, 92 


937, 382 
28, 981 


548, 8 
3,7 


552, 626 | 


01, 658, 


263, 
175, 543 
2, 170, 690 
184, 437 


216 


2, 793, 886 


2, 269, 484 


966, 363 | 


916 | 


87, 069 | 


2, 356, 553 
336, 370 
43, 869 


380, 239 


1, 900 


‘57! 








1956 estimate | 


1, 014, 000 


905, 000 
13, 125, 000 


9, 658, 000 | 


7, 019, 000 
9, 102, 000 
16, 976, 000 
58, 9 42, 000 
1, 260, 000 
22° 000 
674, 000 
606, 000 
49, 000 


173, 000 


, 1, 025, 900 | 


"62, 751, 000° 


556, 000 
27,000 


583, Of 0 a 


325, 921 
8, 000 


333, 921 | 


63, 667,9 921 


246, 000 | 


175, 000 
x 068, 000 
197, 000 


2, 684, 000 


2, 301, 000 


400, 000 
44, 000 


444, 000 


4, 000 


5, 433, 000 | 


125,000 |__ 


| $1, 245, 900 
1, 206, 000 

95, 000 
1, 284, 000 
1, 909, 000 


| 5, 739, 000 


442. 2 000 
7. 63! y 000 
300, 000 


172, 000 


321, 000 


14, 604, 000 


1, 249, 000 
40, 000 


1, 289, 000 


54, 000 
8, 000 


62, 000 
15, 955, 000 


253, 000 
211, 000 
2, 260, 000 
| 225, 000 


2, 949, 000 


2, 446, 000 
| 110, 000 


2, 556, 000 
400, 000 
50, 000 


450, O00 


| 


7, 000 





962, 000 
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CoepeNane by CONES —COREOEE 


Description 


Changes in Working Capital 


Inventories and property transfers: 
General inventories- --_. ee 
Property transfers 


Total changes in working capital 
Total activities financed from appropriated funds 


ACTIVITIES FINANCED FROM CORPORATE FUNDS 


Acquisition of Assets 


ivigation, flood control, and power program: 

Projects contributing to power supply: 
Boone : 
Fort Patrick Henry---- 
Additional hydro unit—F ontana 3.- 
Johnsonville steam plant 
Widows Creek steam plant- ----- 
Kingston steam plant-----_-_- 
Shawnee steam plant 
Colbert steam plant _--. 
John Sevier steam plant _-- 
Gallatin steam plant-- 


Total projects contributing to power supply. - -- 


Transmission system facilities. F ; 
Additions and improvements at ‘completed projects 
Investigations for future projects 


Distribution of administrative and gener: al expenses. Sel 


Total navigation, flood control, and power program 


Fertilizer and munitions program: 
Chemical facilities_ —__ 


| 


| 1955 actual 


—33, 359 |. we 


16, 840 
16, 185 


338 | 


7,111 | 
216, 430 
192, 912 | 

2, 137 | 
153, 116 | 
22, 226 


| 


| 1956 estimate 


_107, 158, 135 | "$60, 1 100, 921 | 


29 


“se, 


000 |_- 


1957 estimate 


18, 000 





639, 260 
18, 866, 724 | 
72, 426 
116, 420 | 
442, 087 | 


20, 136, 917 | 


148, 000 | 
20, 206, 000 | 
875, 000 | 


223, 000 


658, 000 | 


22, 110, 000 | 


23, G00 

24, 068, 000 
193, 000 
162, 000 

1, 271, 000 


25, 717, 000 


| 


Distribution of administrative and general e xpenses 


Total fertilizer and munitions program. 
Total acquisition of assets-_-_-- 
Expenses 
Navigation, flood control, and power program: 

Power operations - -- 

Multipurpose reservoir operé ations 

Distribution of administrative and general e xpenses 
Total navigation, flood control, and power program 

rtilizer and munitions program: 

Fertilizer and munitions development 

Distribution of administrative and general expenses 
Total fertilizer and munitions program 

surce development program: 

Resource development 

Distribution of administrative and general e xpenses 
Total resource development program 

ieral service activities: 

Reimbursable services - - - - 

Distribution of administrative and general e axpenses 
Total general service activities 


Total expenses... ---- ape. eee 


Changes in Working Capital 
entories: 
xk eee ee hashes i : 
Chemical inventories. ............-......-..- ; 
Total changes in working capita) 
Total activities financed from corporate funds 


Total obligations. - - -- 


77044—56——-11 


603, 000 


| 


| 
| 








20, 136, 917 


| 


| 


22, 728, 000 | 


25, 717, 000 


$105, 470, 753 | $119, 553, 000 


1, 771, 025 | 
1, 347, 129 | 


122, 695, 000 | 


108, 588, 907 


15, 852, 025 | 
292, 184 | 


16, M4, 200 | 


"65 », 804 | 


570, 358 | 


4, 193, 160 | 
27, 325 | 


4, 220, 485 


129, 523, 959. | 


2, 337, 851 
—900, 022 | 


x 437, 829 | 
“151, O98, “706 | 


840° | 


1, 659, 000 
1, 483, 000 | 


| 
| 


16, 544, 000 | 


310, 000 | 


16, 854, 000 


§00, 000 | 
66, 000 


666, ( 


3, 302, 000 
40, 000 


3, 342, 000 


587, 


143, 000 


7, 833, 000 


00 


340, 000 | 


7, 493, 000 
1 73, 778, 000, 


242, 878, 921 


$127, 841, 000 
1, 753, 000 
1, 620, 000 


131, aoe 


15, 217, 000 


330, 000 


15 5A, 000 


750, 000 
80, 000 


830, 000 


2, 427, 000 
45, 000 


2, 472, 000 


150, 


063, 000 


769, 000 
3, 000 


1, 772, 


177, 


000 


552, 000 


199, 469, 000 
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Obligations by activities—Continued 


Description 1955 actual | 1956 estimate | 1957 estimate 


RECONCILIATION OF OBLIGATIONS TO ACCRUED EXPENDITURES 


Total obligations $258, 256,840 , $242, 878, 921 $199, 469, 000 
Add change in unliquidated obligations 98, 769, 677 19, 706, 000 810, 000 
Total accrued expenditures - - - 357, 026, 517 262, 584, 921 200, 279, 000 
Add ; ; 
Changes in inventories derived from appropriated funds - 30, 086 
Transfers of property from other agencies 3, 273 ee 
Deduct changes in inventories derived from corporate funds 1, 437, 829 7, 493, 000 1, 772, 000 
Total applied to programs (statement A) -- isa 355, 622, 047 255, 091, 921 198, 507, 000 


ScHEDULE A-1. Obligations by objects 


Object classification 1955 actual 1956 estimate | 1957 estimate 
otal number of permanent positions 13, 651 12, 715 11, 687 
Full-time equivalent of all other positions 9, 035 5, 233 2, 507 
Average number of all employees 21,117 17, 182 13, 778 
Number of employees at end of year 19, 854 14, 905 13, 818 


A verage salaries and grades 
Grades established by the Board of Directors 


A verage salary $4, 981 $5, 286 $5, 369 
Average grade | TVA-4.4 TVA-4.5 TVA-4.5 
Ungraded positions: Average salary $4, 206 $4 


$4, 456 $4, 628 


01 Personal services: 














Permanent positions $57, 402, 037 $58, 899, 461 $56, 560, 307 

Positions other than permanent-_-. 55, 639, 206 29, 537, 998 13, 337, 587 

Regular pay above 52-week base 216, 175 231, 866 50, 960 

Payment above basic rates 4, 469, 527 4, 684, 001 4, 827, 146 

Excess of annual leave earned over leave taken 885, 745 38, 674 aaa eae 

Total personal services 3, 690 93, 392, 000 74, 776, 000 

2 Travel 5, 911 1, 043, 000 1, 192, 000 

03 Transportation of things , 472 22, 321, 000 21, 799, 000 

04 Communication services , 222 780, 000 800, 000 
Rents and utility services 2,171 1, 444, 000 1, 377, OO 

06 Printing and reproduction 038 81, 000 84, 000 
07 Other contractual services 240, 850 6, 934, 000 3, 494, 01K 
Services performed by other agencies , 068 4, 512, 000 4, 661, 00 

OS Supplies and materials , 904 88, 900, 921 79, 974, 000 
Equipment 25, 463, 174 22, 665, 000 9, 998, 00K 

l Lands and structures 1, 229, 602 1, 111, 000 1, 123, 00 
11 Grants, subsidies, and contributions 8, 229, 446 &, 580, 000 9, 058, 006 

13 Refunds, awards, and indemnities 51, 656 14 000 40, O00 

l Interest $()2, 837 43, 000 : 

15 Taxes and assessments 760, O84 450, 000 208, 000 
Subtotal 266, 601, 125 252, 300, 921 208, 584, 
Deduct allocated working fund obligations 8, 344, 285 9, 422, 000 9, 115, 00 

Total obligations : 258, 256, 840 242, 878, 921 199, 469, 000 


Mr. Ranaut. We will take up this morning the Tennessee Valley 
Authority. 

We have Mr. Vogel, the Chairman of the Board of Directors, Mr. 
Curtis, Director; Mr. Wagner, the General Manager, and other 
representatives of TVA. 

Do you have a general statement for the committee, Mr. Vogel? 

Mr. Vocer. I have, Mr. Chairman. 

Mr. Rasaur. We will be pleased to hear from you at this time. 

Mr. Voce.. We are happy to be with you this morning. I have a 
brief opening statement. 


we 
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GENERAL STATEMENT 


The budget program before you contemplates an appropriation for 
1957 of $5,357,000. This compares with appropriations of $120 mil- 
lion for 1955 and $27,053,000 for 1956. The budget assumes rescission 
of $6,500,000 included in the 1956 appropriation for transmission 
connections with the Mississippi Valley Generating Co. 

The new appropriation of $5,357,000, together with a balance of 
$16,560,000 estimated to be avaitetitet rom previous appropri: itions, 
and the application of $177,552,000 derived from corporate income 
would be used to finance estimated obligations totaling $199,469 ,000. 
The budget contemplates payments to the Treasury totaling 
$81,587,000, also derived from corporate income. Of this amount, 
$75 million is derived from power proceeds and represents payment 
on the power investment; the remaining $6,587,000 is derived from 
nonpower proceeds. Of the $199,469,000 in budgeted obligations, 
me 672,000 would be applied to the acquisition of assets, $1,772,000 

) operating inventories, and $156,025,600 to program expenses. 


ACQUISITION OF ASSETS 


Of the $41,672,000 budgeted for acquisition of assets, $15,955,000 
would be derived from appropriated funds and $25,717,000 from 
corporate funds. The appropriation financed estimate includes 
$7,541,000 for starting construction of a new lock at Wilson Dam, 
estimated to cost $35 million. The new lock would replace obsolete 
facilities which now constitute a serious bottleneck and hazard to 
rapidly increasing river traffic. Tonnage through the existing 
Wilson locks rose from 452,000 in 1945 to 2,210,000 in 1955. Time 
required to break up tows for passage through 3 substandard lock 
chambers involving 3 separate lockages is excessive and is limiting 
navigation. Failure of operating mechanisms due to age, and of the 
river wall due to its condition, afford potential hazards. 

The appropriation financed budget also includes $600,000 to begin 
a demonstration-scale fertilizer manufacturing unit to utilize leached- 
zone phosphate ores, a material now being discarded but from which 
a high analysis new type fertilizer can be produced. 

The remaining appropriation budget for acquisition of assets pro- 
vides for continuation or completion of work now underway. Normal 
additions to and re placements of transmission system facilities largely 
account for the $25,717,000 estimate financed from corporate funds. 


PROGRAM EXPENSES 


Of the $156,025,000 budgeted for program expenses, $150,063 ,000 
would be derived from corporate sources, particularly income from 
power and fertilizer sales, and $5,962,000 would be derived from 
appropriated funds. The corporate financed expenses largely relate 
to operating costs for the power and chemical programs for which 
1957 income is estimated at $231,550,000 and $20,646,000, respectively. 

The estimate of $5,962,000 for appropriation financed expenses 
represents an increase of $529,000 over the 1956 budget. Of this 
increase, $245,000 would be used in the fertilizer program largely to 
bring more farms into our test demonstration work; $194,000 would 
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be used to improve multipurpose reservoir operations and the remain- 
ing $90,000 would be used to strengthen the flood-control program 
and to cover minor increases in estimates for other activities. 

No appropriations are requested for the expansion of power facilities, 
it being hoped that Congress will be able to act during the current 
session upon legislation permitting the sale of revenue bonds for that 
purpose. 

The 1957 budget program is more fully explained in the justification 
statement which has already been submitted to the committee and 
with the permission of the committee I would like to ask that it be 
made part of the record. 

We have with us Dr. Curtis and several members of the TVA staff 
and we will be glad to answer any questions the committee may have. 


SUMMARY OF JUSTIFICATION DATA 
Mr. Rasavut. Thank you for your statement, Mr. Vogel. 
We will insert in the record at this point pages 2, 3, 4, 5, and 7 of 
the justifications. 
(The information referred to follows:) 
TENNESSEE VALLEY AUTHORITY 


Summary of regular appropriation financed budget ( for fiscal years ending June 30, 
1955, 1956, and 1957) 





Page | 
refer- 1955 actual | 1956 estimate | 1957 estimate 
ence j | 
APPROPRIATION FINANCED OBLIGATIONS 
ACQUISITION OF ASSETS } 
| 
Navigation, flood control, and power program: 
11 Projects contributing to power supply: 
Boone Les Se SES ELakovndd ansodeioeuwcususuenee 
Fort Patrick Henry UE Baits nk bee adh ekedaitan 
Additional hydro units: 
Hales Bar 15 and 16 i ‘ —933 al oa 
Hiwassee 2 1, 298, 639 $1, 018, 000 
Cherokee 3 and 4 ihe 21, 347 2 Des 
Chatuge 1 182, 791 Ricci So daes 
Nottely 1 1, 015, 474 1,014, 000 |__. 
Fontana 3 - ; ‘ —28, 537 hbatodicasbis aacdes 
Douglas 4_- ; 83, 489 
Johnsonville steam plant ; 380, 590 ey a | Oe 
Widows Creek steam plant 7 1, 630, 815 905, 000 |__...-- 
Kingston steam plant. 23,538,003 | 13,125,000 $1, 245, 000 
Shawnee steam plant ‘ 16, 986, 244 | 9, 658, 000 1, 206, 000 
Colbert steam plant 12, 376, 050 | 7, 019, 000 95, 000 
John Sevier steam plant 19, 906, 489 9, 102, 000 | 1, 284, 000 
Gallatin steam plant 16, 421, 013 16, 976, 000 1, 909, 000 
Total projects contributing to power | 
supply 94, 063, 716 58, 942, 000 5, 739, 000 
18 Transmission system facilities 3, 176, 520 1, 260, 000 : os 
Power service building 413, 174 | 22, 000 | 
20 Additions and improvements at completed 
projects 734, 398 674, 000 | 442, 000 
23 Navigation facilities 181, 526 606, 000 | 7, 630, 000 
27 Flood-contro] facilities 49, 000 | 300, 000 
28 Investigations for future projects: 
Current 72, 155 | 173, 000 | 172, 000 
Writeoff of Chilhowee project... —66, 369 ‘ Bes babcnin 
Distribution of administrative and general ex- 
Senn... rt fase had : | 1, 564, 807 1, 025, 000 321, 000 
Total navigation, flood control, and power 


MD eet ecko eka wae cae 100, 139, 927 62, 751, 000 
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Summary of regular appropriation financed budget (for fiscal years ending June 30 
1955, 1956, and 1957) Continued 


’ 


APPROPRIATION FINANCED OBLIGATIONS—( 
ACQUISITION OF ASSETS—continued 


Fertilizer and munitions program 
Chemical facilities 
Distribution of administrative and 
penses 


Total fertilizer 


ral service activities 
General facilities 
Distribution of 


penses 


eral 
al 


Total acquisi 


financed 
EXPENSES 


Navigation, flood control, an 
42 Navigation operations 
46) Flood control operations 
58 Multipurpose reservoir operations 
Distribution of administrative and 


expenses 


1 


Total navigation, flood control, 


program 


tilizer and munitions program 
Fertilizer and munitions development 
Distribution of administrative and general 
expenses 


Total fertilizer and munitions program 


Resource development program: 
Resource development 
Distribution of administrat 

ft xpen es 


Total resource development pri 


General service activities: Maintenan 


m 
financed by others on TVA dams 
Total expenses, appropriation fin 


CHANGES IN WORKEIS CAPIT 
Inventories and property tr insfers 
General inventor 


Property transfer 


Appropria l O00 7.9053. 000 
Balance from prior year 12, 266, OFF 5. 107, 921 
Balance mrried forward to subsequent ve 5, 107, 92 1, 560, 000 
Unobligated balance (amount provided b 
Law 163 for transmission connections with M issis- 
sippi Valley Generating Co. 
Brought forward 
Carried forward 


' ronriated find 
ippropriated fund 





Summary of corporate financed budget (for fiscal 


ll 


Nav 
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and 1957) 


Cor! ATE FINANCED OBLIGATIONS 


ACQUISITION OF ASSETS 
tion, flood control, and power program 
Projects contributing to power supply: 
Roon 
Fort Patrick Henry 
Additional hydro unit, Fontana 3 
Johnsonville steam plant 
Widows ( m plant 
on steam plant 
Nant 


reek stea 
Kingst 


Shawnee steam ] 














Total project ( tributil t power 
supply 
iral or tem I lit 
Ad th S i improve ( t il ce Diet 
} ect 
I ition tur oject 
Distribut ( 1 trative 1 eT 
KDel 
lot tion. flo mtrol. a power 
pro 
] i nitions pro 
‘ | facilities 
l)ict itic f t ( ‘ , 
penses 
1 fertil tions | 
lotal equisitic oO issets, corporate fi- 
EXPENSES 
t fi , 1 ' \ ry] , 
Power op I 
Tultipu pose ry D TY 
Distribu 1 adr rative a ene 
CTISES 
I il Naviga u I i pov 
progra 
ne ' ns py i 
rer 7 r 1 1 ; 
Distrit iministr g ex 
wnses 
l l fertilizer and S ra 
irc elopment prog! 
Resource deve me! 
I Ss i general ex 
SES 
I l res ree devek ( progral 
Ss 
nistrative and general ex- 
Total g ral serv es 
1 } , nar j 
i u eXT ses, corp e financed 





years ending June 30, 1955, 1956, 


1955 actual 


$16, 840 
16, 185 
338 

11, 965 
7,111 
216, 430 
192, 912 








639, 260 
18, 866, 724 
4°) 

116, 42¢ 
442. OR7 
20, 136, 917 
20, 136, 917 











1956 estimate 


$28 000 


14, 000 
1, 000 
3, 000 
22, O00 


148. 000 
20, 206, 000 


875, 000 
223, 000 


658, 000 
22.110, 000 


603, 000 
15, 000 


, 000 


28, 000 


53, 000 
99, 000 


, 000 
000 


16, 544, 000 


310, 000 


16, 854, 000 


600, 000 


66, 000 
666, 000 


3, 302, 000 
40, 000 


3, 342, 000 


1957 estimate 


$5, 000 


18, 000 


23, 000 
24. O68, 000 


~ 000 
000 


1, 271, 000 


(WM) 


127, 841, 000 


1, 75 7 OOO 


1, 620, 000 


15, 217 


, OOO 
330, 000 


15, 547 


. 000 


750. 000 


80, 000 
830, 000 


2, 427 


, 000 


45, 000 


2, 472, 000 


150, 033, 000 
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; . . ’ , . 
Summary of corporate financed budget (for fiscal years ending June 


125 


and 1957)—Continued 


CORPORATE FINANCED OBLIGATIONS—Con 
CHANGES IN WORKING CAPITAI 


Inventories: 
Power inventories 
Chemical inventories 
lotal changes in working capital, 
financed 


rporate financed obligations 
PAYMENTS 


iyments to U 
Retiremet 
Payment on appropriation 
power program 


ellaneous nonpower pt! 


CURRENT INCOME 


ntrol, and power progran 
perations 
‘ower operations 


Vultipu se reservoir operations 


Resource development program: Resource develop- 


ind other tr 


ASES IN RESERVE 


irom vrior year 
-arried forward to subsequent year 


crease in power proceeds 


ceed 


)m prior year 
carried forward to subsequent year 


otal decrease in nonpower procee is 


otal decreases 1D reserves 


otal current income and decreases in reserves 


$7, 833, 000 
— 340, 000 


on 


000 
000 


OOO 


Ow) 


263, 
. 587, 
676, 895 


—S8, 185, 105 


240, 041, 895 
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Mr. Rapsavurt. I understand that for fiscal year 1957 you propose a 
budget of $21,917,000. By the utilization of $16,560,000 carried for- 
ward from 1956 you will need in new money $5,357,000. Is that 
correct? 

Mr. Vocrei. That is correct, sir. 


REPAYMENTS TO THE UNITED STATES TREASURY 


Mr. Rasaur. Your summary of corporate financed budget reflects 
payments of $81,587,000 to the United States Treasury. Let us insert 
in the record at this point pages 126 through 131 of the justifications. 

(The information referred to follows:) 


TENNESSEE VALLEY AUTHORITY 


ScHEDULE C-1.—Payments to U. S. Treasury from power income under provisions 
of the Government Corporations Appropriation Act, 1948 








Minimum payments required 140 of plant investment Actual and budgeted 
under 1948 law at end of previous year payments ! 

Fiseal yea it i a 

Year Total period Year Potal period Year Total period 

948 $10, 500, 000 $10, 500, 000 $10, 500, 000 $10, 500, 000 

1949 2, 500, 000 13, 000, 000 $8, 795, 981 $8, 705, GR1 5, 500, 000 16, 000, 000 

1950 2, 500, 000 15, 500, 000 8, 705, 981 17, 411, 962 5. 500, 000 21, 500, 000 

1951 2, 500, 000 18, 000, 000 9, 149, 627 26, 561, 589 9, 000, 000 30, 500, 000 

952 2, 500, 000 20, 500, 000 9, 733, 970 36, 295, 559 12, 000, 000 42, 500, 000 

953__- 2. 500. 000 23, 000, 000 12, 256, 316 48, 551, 875 15, 000, 000 57, 500, 000 

a 2. 500, COO 25, 500, 000 17, 482, 476 66, 034, 351 20, 000, 000 77, 500, 000 

1055 2, 500, O00 28, 000, 000 21, 592, 868 87, 627, 219 50, 009, 000 27, 500, 000 

105¢ 2 500, 000 30, 500, 000 27, 952, 029 115, 579, 248 259, 000, 000 2 186, 500, 000 

957 2, 500, 000 33, 000, 000 35, 327, 400 150, 906, 648 375, 000, 000 3 261, 500, 000 
1958 54,059, 810 87, 059, 810 
WS 174 119, 620 
1978 261, 179, 430 
1988 348, 239, 240 
19090 365, 985, OSO 
YY] 389, 358,811 
1992 499), 252, 655 
m3 699, 299, 057 
1994 863, 714, 733 
9 1, 118, O81, 158 
QUH 2 1, 413, 096, 000 
107 - 1, 444, SYS, O00 
1400S 1, 445, 400, 000 

In addition to payments under the provisions of the Government Corporations Appropriation Act, 

19 I i redemptions of $8,572,500 and other payments of $15,059,019 were made prior to fiscal year 1948. 





sayment budgeted fer 1957 assumes that funds required for new generating units would be 
ile of revenue bonds; otherwise payment would be estimated at $40 million. 


PAYMENTS TO THE UNITED StTaTEs TREASURY 


Payments to the United States Treasury for 1957 are estimated at $81,587,000. 





Of this total, $75 million would be from power income and $6,587,000 from 
nonpower sources. This will bring the total payments in cash from TVA to 
the United States Treasury general fund to $326,486,785, of which $285,131,519 
is from power income. Actual and budgeted payments from power income 


through 1957 total $110,593,352 more than if equal installments were paid over 


PAYMENTS FROM POWER INCOME ($75 MILLION 


Payments to the United States Treasury in 1957 from power income are esti- 
mated at $75 million on the assumption that the funds required for new generat- 
ing units would be provided from sale of revenue bonds. Should power revenues 
be used for such purposes, payments to the Treasury would be smaller, possibly 
no more than $40 million. The estimates indicate that in either event the pay- 
ment can be in excess of any requirement under the Government Corporations 
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Appropriation Act, 1948, which provides for payments to the Treasury which 
will equal the appropriations invested in TVA power facilities. 

The 1948 act states that payments of not less than $2,500,000 of the TVA 
bonded indebtedness outstanding on July 1, 1948, shall be made annually; that 
total payments (including principal payments on bonds) shall be not less than 
$87,059,810 by June 30, 1958; and that an equal amount be paid during each 
succeeding 10-year period until a total of $348,239,240 has been paid. In addi- 
tion, amounts equal to new appropriations invested in power facilities must be 
paid within 40 years after the year in which the facilities go into operation. The 
first additional amount, $17, 745,840, is payable by 1990. This and successive 
amounts payable for new facilities, including those provided for in TVA’s budget 
program for 1957, are reflected in schedule C-1, page 126. 

TVA’s rate of return on its investment in power facilities is more than sufficient 
to meet the payments required. Because power facilities have been financed from 
revenues as well as from appropriations, the average payments required over the 
vears could be met with an annual rate of return of less than 2% percent on 
the total net investment. During the period 1933-55, TVA’s power operations 
have provided an average annual return on power investment of about 4 percent. 
There are variations in the rate of return from year to year. Favorable stream- 
flows and markets for supplemental power resulted in returns of 5.8 percent, 
5.4 percent, and 4.7 percent for 1950, 1951, and 1952, respectively. In 1953 and 
1954 adverse water conditions resulted in considerably lower rates of return of 
2.7 percent and 3.2 percent, respectively. In 1955 it was 4.2 percent. It is 
estimated to be about 4 percent in 1956 and about 3% percent in 1957 if average 
streamflow conditions prevail. 

As provided in section 26 of the TVA Act, power revenues are used to finance 
the expenses of power operations and the construction of certain power facilities 
and to provide working capital. The amount to be paid to the Treasury in any 
one year must be related to these requirements, which vary substantially from 
year to year depending on the demand for power; the volume of construction 
work required to meet this demand; and, most important, variations of stream- 
flow from the average conditions assumed for budget estimates. If low streamflows 
should oecur during the remaining months of 1956 and in a substantial portion 
of 1957, the net of funds available from power operations could fall below esti- 
mates by as much as $25 million, due both to a reduction in revenues and to 
increased production expenses. The need for flexibility in scheduling payments 
was recognized both in section 26 of the TVA Act and in the payment provisions 
of the 1948 Appropriation Act. In view of the wide fluctuations in the require- 
ments for power revenues to meet operating expenses, finance capital additions, 
and provide working capital, year-to-year payment plans must be reviewed from 
time to time as the situation unfolds. 

In order to assess TVA’s performance in payments actually made through 
June 30, 1955, and those budgeted for fiscal years 1956 and 1957, these figures 
are compared on the foregoing schedule C—1 with (1) minimum payments required 
under the 1948 law, and (2) payments that would be made under a hypothetical 
schedule which assumes that each increment of investment would be paid in 
equal installments of one-fortieth each, beginning with the year immediately 
following completion of construction. As seen from schedule C-—1, payments 
under the 1948 law made and budgeted through June 30, 1957, are considerably 
more than those which would have been made on the basis of paying each year 
one-fortieth of the plant investment at the end of the previous year, 
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Source and disposition of power income 


1955 actual | 1956 estimate | 1957 estimate 


Income for year 


Power operations $185, 880,345 | $219, 931, 000 $231, 550, 000 
Other income 119, 295 —49, 000 —79, 000 
Total income for year sie eChaoaiaans eae 185, 999, 640 219, 882, 000 231, 471, 000 


Program requirements: 


Expense of power operations 106, 713, 902 120, 928, 000 129, 341, 000 


Acquisition of assets =e 19, 496, 531 21, 962, 000 25, 694, 000 
Power portion of expense of multipurpose reservoir 

operations : : . 1, 560, 547 1, 497, 000 1, 639, 000 
Changes in power inventories (net : ea aloe 2, 065, 435 7, 683, 000 1, 579, 000 


129, 836, 415 


Total program requirements wa 152, 020, 000 158, 253, 000 
73, 218, 000 
51, 780, 971 


Balance, current vear ; ; : és 56, 163, 225 67, 862, 000 
Balance, previous year Ria SEE 36, 755, 746 42, 918, 971 


Total available for contingencies and payments to 
U. S. Treasury bin ; ge 92, 918, 971 110, 780, 971 124, 998, 971 
Payments to U. S. Treasury: 
Retirement of bonds ad 15, 000, 000 14,000, 000 |.....--.-- 7 
Other ___- ae Seacgeiied 35, 000, 000 45, 000, 000 75, 000, 000 | 
i # | 
Total payments to U. 8S, Treasury : 50, 000, 000 59, 000, 000 75, 000, 000 
Balance reserved for contingencies 42, 918, 971 51, 780, 971 49, 998, 971 
Cumulative payments to U. 8. Treasury: 
Retirement of bonds ; ; gh 51, 072, 500 65, 072, 500 65, 072, 500 


Other 100, 059, 019 220, 059, 019 


145, 059, 019 


Total cumulative payments to U. S. Treasury 151, 131,519 | 210. 131, 519 285, 131, 519 ‘ 

| 

PAYMENTS FROM NONPOWER PROCEEDS ($6,587,000) | 

The balance of nonpower proceeds at the end of each fiscal vear not required 
for the purposes enumerated in section 26 of the TVA Act are paid into the 

Treasury prior to the end of the following calendar year. The 1957 budget is 


based on payment during fiscal vear 1957 of $6,587,000, which is the estimated 


balance of nonpower proceeds at June 30, 1956. 


total of such payments through 


‘ 


Source and dispos 


Income for year 


Payments from nonpower pro- 
ceeds during 1955 were $5,465,224 and are estimated at $7,263,895 in 1956: the 





‘on of nonpower proceeds 


1956 estimate 


June 30, 1957, is estimated to be $41,355,266. 


1957 estimate 


Sales of fertilizer and byproducts $20, 286, 386 $21, 748, 000 $20, 239, 000 
Sale of retired plant 2, 468, 235 2, 341, 000 2, 155, 000 
Other ineom«s 183, 627 60, 000 69, OOO 
Total I i 22, 932, 248 24, 149, 000 22, 463, 000 
Prog yu é 
Cos eX! 15, 971, 168 16, 621, 000 15, 145, 000 
A siti ss 618. 000 
Res 666, OOO 830, 000 
Cr I —343, 000 
I . H ‘ Re 
s 15, 668, 17. 562, 000 15, 975, 000 
Ral 7, 263, 895 6, 587, 000 6, 488, 000 
Bals s 5, 465, 224 7, 263, 895 6, 587, 000 
rotalava U.S. Treas 
ury 12, 729, 119 13, 850, 895 13, 075, 000 
Payme g 4 . 5. 465, 224 7, 263, 895 6, 587, 000 
Balance reserved for ntingencies 7. 263. 89 6. 587. 000 6, 488, 000 





Cumulati 


Mr. Ranaut. Will not a payment of this size result in a reduction 
in your reserve? 

Mr. Vocet. Not materially, sir, no. 

Mr. Ranaut. You might enlarge on that a little bit. 


Mr. Voce. The actual reserve in 1955 was $42,918,971; estimated 
in 1956 it is $51,780,971; and in 1957 it is estimated at $49,998,971, s« 
there is a slight reduction between 1957 and 1956, but it is in the same 
general range. That is on page 130, sir. 

Mr. Rasaur. You might tell me, then, after making this payment, 
what will be your balance? 

Mr. Vocet. That is our balance, reserve for contingencies, 
$49,998,971. 

Mr. Rapaur. That is in line with your balances which you kept 
before? 

Mr. Voce. Yes, sir. 

Mr. Ranaut. Your large payment to the United States Treasury 
is based on the assumption that the funds required for the new gener- 
ating units would be provided from the sale of revenue bonds. In the 
event you do not receive such authority, I assume your payment will 
be limited te what is required by law. Is that correct? 

Mr. Vocet. It will be limited to what is required by law and decided 
by the Congress. 

Mr. RABAU T. In the event you do not receive such authority, in 
other words, if Congress does not act. 

Mr. Vocet. Congress would have an option of a number of ways 
in which to move. If Congress did not appropriate any money for 
that purpose, the need obviously would have to be met out of power 
revenues, as might be approved by the Congress. 

Mr. Ranaut. Your payment of $75 million to the United States 
Treasury will be $30 million more than you envisioned it would be this 
time last year, and your payment of $6,587,000 from nonpower pro- 
ceeds will be $395,000 less than you estimated last year. Is that 
correct? 


Mr. VoGeEu. Yes, sir 
FUNDS FOR NEW GENERATING UNITS 


Mr. Rasaut. Funds for a fourth generating unit at John Sevier 
are contingent upon an appropriation and authority to issue bonds or 
upon use of vour power revenues. If you do not receive authority 
for self-financing and do not receive a supplemental appropriation to 
begin construction, you are in a position where you must use revenues 
or soon be faced with a power shortage. Is that correct? 

Mr. Voce. With funds available from no other source there would 
result a possible power shortage if revenues were not so used. 


ACQUISITION OF ASSETS 


Mr. Rasaut. At this point let us take up the title “Acquisition of 
Assets,’’ and insert in the record, pages 11 through 41 of the justifica- 
tions. 

(The information referred to follows:) 
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ACQUISITION OF ASSETS 


Fund requirements in 1957 for acquisition of assets total $41,672,000; 
$15,955,000 will be derived from previous appropriations and $25,717,000 from 
corporate funds. 

PROJECTS CONTRIBUTING TO POWER SUPPLY 


Projects under construction 

Appropriated funds in the amount of $5,739,000 are required in fiscal year 1957 
for continuing the construction of generating units previously authorized by 
Congress. All of these generating units are expected to be in operation by the 
end of fiscal year 1956; however, many finishing details will remain for completion. 

The generating units now under construction were planned to provide for sys- 
tem power requirements through calendar year 1956 with a modest reserve for 
unforeseen developments. No funds were requested in the budget programs 
presented to Congress for fiscal years 1955 and 1956 to begin construction of addi- 
tional capacity in anticipation of load growth beyond 1956. Those budget pro- 
grams contemplated that the Atomic Energy Commission would be able to con- 
tract with another supplier for 600,000 kilowatts beginning in 1957 to replace some 
of the power AEC is now under contract to purchase from TVA. AEC planned 
to have that power delivered to the TVA system at Memphis. Now those plans 
have been canceled inasmuch as the city of Memphis has decided not to seek to 
renew its contract to purchase power from TVA, when that contract expires 
June 1, 1958, and is proceeding to build its own power-generating facilities 
With the completion of capacity additions now under construction, the relation- 
ship between system capacity and presently predictable requirements would be 
approximately as shown in the following table. 

This table shows the relationship between capacity now under construction and 
estimated demands at the end of calendar years 1957 (including Memphis) and 
1958 (excluding Memphis): 
| System capacity 

kilowatts 


, Deficiency 


a Presently estimated. §|_——————, —— 


‘ demands, kilowatts 
Assured Percent of 


load-carry- | kilowatts : 
ing ability load 


Nameplat 
rating 


10, 026,485 | 9, 523,000 | 9,650,000___- if —— res oo Fe 
10, 050, 485 9, 543, 000 | 9,800,000 to 10,000,000...., —257,000 to —457,000_.| —2.6 to —4.6, 


The system capacity figures used above include anticipated installations at 
Army dams on the Cumberland River and at aluminum company dams on the 
Little Tennessee River. These units have a combined nameplate rating of 186,000 
kilowatts. 

The power requirements in 1957 and 1958 could be greater if AEC should want 
to continue to operate at current production levels which require 400,000 kilowatts 
more power than is available under its long-term contracts with TVA. AEC has 
been purchasing its additional requirements under short-term contracts. Further- 
more in 1958, TVA would be called upon to provide power to the extent that 
installation of Memphis’ new generating capacity could not be completed in time 
to fulfill its requirements; however, it may be possible to obtain some power from 
other systems to assist in meeting such temporary requirements. 


Additional units at existing projects 
As the foregoing table indicates, on the basis of the capacity now under con- 
struction and estimated loads, a power shortage is in prospect before the end of 
1957. The new capacity included in the 1957 budget program is designed to 
bring the 1957 and 1958 power supply up to the estimated demands. To accom- 
plish that the following generating units are proposed for installation in two 
existing steam plants: 
Nameplate rating 
Unit (kilowatts) 


John Sevier unit 4- ca ote Galak Sea eeneie te et paces tata a. . 180, 000 
Johnsonville units 7 and 8.........___--_--- adnate: 270, 000 
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The John Sevier unit can be placed in operation before the end of 1957; no 
other additional units can be completed on the TVA system before the time of 
the 1957 peak demand. Therefore the relationship at the end of 1957 between 
system capacity and estimated demands would be as follows: 


System capacity, 
kilowatts 


T Presently estimated 


Assured demands, kilowatts 


load-carry- Kilowatts 
ing ability 


Nameplate 
rating 


End of 1957. 10, 206, 485 9, 713,000 | 9,650,000 63, 000 


On the basis of presently estimated demands the relationship at the end of 
1958 between demand and capacity, including the John Sevier unit and the 
Johnsonville units, is shown in the following table: 


System capacity, 


kilowatts Margin 


- ‘ Presently estimated - ———$—_— 


mands. ki atts 
Assured demands, kilowatt 


load-carry- Kilowatts 
ing ability 


Nameplate 


Percent of 
rating le 


vad 


End of 1958. 10, 500, 485 | 10,013,000 | 9,800,000 to 10,000,000__- 213,000 to 13,000... 9.2 to0.1 


Financing of these additional units at existing projects 

Since immediate steps are required to insure timely completion of the necessary 
new capacity, a supplemental appropriation of $3,500,000 is being requested to 
provide funds in fiseal year 1956 for construction of John Sevier unit 4. It is 
proposed that the remaining funds required in 1957 and subsequent years 
($68,500,000, as shown in the table below) to finance the additional units included 
in the 1957 budget program be provided without the use of further appropriations. 
Requests have been submitted to Congress for legislation to permit issuance of 
revenue bonds to supplement revenues to provide funds to finance generating 
capacity. Legislative action has not yet been completed, however. 

The estimated costs of the units proposed to be installed at existing projects 
and the expected expenditures by years are given in the table which follows: 


John Sevier Johnsonville 
unit 4 units 7-8 


Fiscal year 1956 $3, 500, 000 

Fiscal year 1957 19, 500, 000 $8 000, 000 
Fiseal year 1958 __- 4, 600, 000 28, 000, 000 
After 1958 re : 350, 000 
Administrative and general expenses 400, 000 650, 000 


Estimated total cost - — 28, 000, 000 , 000, 000 


BASIS FOR ESTIMATES OF LOAD AND CAPACITY 


Estimates of power requirements 

The estimates of power requirements assume a continued expansion of the 
economy of the Nation and the region with a relatively high level of industrial 
production. 

Large and constantly growing amounts of power are used by the 148 municipal 
and cooperative electric systems which distribute TVA power to the 5 million 
people in the area they serve. Forecasts of their power requirements are based 
on a number of independent studies of factors which affect power use. These 
include studies of the appliances used and their effect on consumption levels. 
The trends of growth and seasonal variations are projected from past experience. 
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Existing and prospective requirements of commercial and industrial establishments 
served by the municipalities and cooperatives are reviewed. 

A second group of loads is the few large industrial loads served directly by TVA. 
Their requirements are forecast on the basis of information received directly from 
the consumers, for example, in connection with contract revisions and inquiries 
concerning proposed developments. 

The third group consists of the loads of the atomic energy plants and other 
Federal agencies operating in the area. The load figures include for Federal 
agencies only the amounts under contract, except for a scheduled increase at 
Oak Ridge, and not the additional power AEC has been finding it desirable to 
use under short-term arrangements. Consequently, the estimated power require- 
ments of AEC for 1958 are below current requirements by several hundred 
thousand kilowatts. 


Estimates of load-carrying ability 


Hydro and steam generating units are designed and manufactured to deliver 
their nameplate capacity under specified average operating conditions. Under 
favorable conditions the output ean be increased above this designed capacity. 
The dependable capacity of the hydroplants is determined by taking unfavorable 
conditions into account also. For example, high tailwater conditions resulting 
from floods may reduce available hydro capacity by more than 500,000 kilowatts 
during winter periods when heavy system demands for the year are being sup- 
plied. Drawdown of storage reservoirs as a result of drought conditions such as 
have been experienced during recent vears can reduce the output from the hydro 
system 500,000 kilowatts below its rated capacity. The figure assumed by TVA 
to be the dependable capacity at time of system peak demand does not reflect a 
compounding of these effects, but has been reduced below the rated capacity only 
about as much as the effect of three-fourths of one or the other of these two 
possible unfavorable conditions just mentioned, For the steam plants the full 
maximum eapability is included. Operating reserves must be deducted from the 
assumed dependable capacity to cover the probable combination of the effects of 
removal of units from service for scheduled or emergency maintenace; failure of 
units to perform as expected; capacity required under instantaneous load changes 
to maintain system stability, regulate frequency, and control loading on tielines; 
and the effects of abnormal] temperature or other weather conditions. The 
assured load-carrying ability of the system, computed by deducting the necessary 
allowance for operating reserves, is the amount of load which can be supplied with 
reasonably reliable service under the circumstances that must be expected. 
As the system grows, TVA’s allowance for operating reserves, as a percentage of 
the total dependable capacity, is gradually being reduced to about 8 percent—a 
lower percentage than that generally prevailing in the industry. 

The comparison of the projections of load and of load-carrying ability shows the 
extent to which a margin is provided or a deficiency can be expected. The serious- 
ness of any indicated deficiencies or the desirability of any margin should be 
appraised in light of the changes that develop in capacity installation schedules 
and in power requirements and the relative seriousness of a power surplus or a 
power shortage. Estimates made several vears in advance are, of course, subject 
to a margin of error, since they involve judgments on undertain future events. 
Past estimating experience indicates that facilities are often delayed by such 
factors as inability to obtain equipment on schedule. The estimates of load 
could prove to be either too high or too low, and if presently unexpected loads 
develop, as is not unlikely, they will prove too low. If these factors should result 
in changing small margins into deficiencies, the result would be curtailment of 
service and revenues and the need to use high-cost purchased power. These 
expensive expedients could extend over a period of vears depending upon how 
quickly the deficiency could be eliminated by additional construction. Either 
or both of these results of power deficiencies are likely to be far more serious and 
costly than having a margin of reserve which is temporarily above minimum 
requirements. 

Past experience on the TVA system shows that an adequate margin of power 
supply may save in 1 year, by providing more economical sources of power, as 
much as 20 or 25 percent of the entire capital costs of the apparent surplus capac- 
ity. On the other hand, placing a generating unit in service a few months in 
advance of the time it is needed will result in added costs which are insignificant 
in comparison to the potential savings which would be effected if unforeseen 
power requirements develop. 

Load and capacity forecasts provide the basis for judgment as to the desirable 
pace of new construction, and past experience, combined with an analysis of cur- 
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rent trends and conditions, must furnish the basis for the forecasts. The load 
ind eapacity figures presented herein represent the best estimates of the TVA 
management, all factors considered. 


po pat TRANSMISSION SYSTEM FACILITIES 


Transmission line and substation construction during fiscal year 1957 will pro- 
vide facilities needed for supplying general load growth throughout the area. 
Che construction during fiscal year 1957 is estimated to be at about the same 
evel as in 1955 and 1956. 

his table shows obligations for transmission system facilities: 


Se 
z 


Obligations 
1955 actual 56 estimate 


\ ppropriated funds 
Direct: Primary transmission facilities $2, 536, $1, 119, 000 
Engineering and design and general expense 40, 141, 000 


fotal appropriated funds 3, 176, 52 , 260, 000 


Corporate funds 
Direct 
Primary transmission facilities 10, 316, 977 , 862, 000 $9, 036, 000 
Subtransmission facilities 3, 604, 136 , 683, 000 . 924, 000 
Minor additions, improvements, and replacements 3, 406, 592 , 330, 000 5, 607, 000 
Total direct 17, 327, 705 7, 875, 000 21, 567, 000 
Engineering and design and general expense l, 539, 019 2 SI, 000 » 501, 000 


Total corporate funds 18, 866, 724 , 206, 000 24, 068, 000 
I , 


Total transmission and other power facilities_- -- : 22, 043, 244 21, 466, 000 4, OBR, OOO 


Appropriated funds were provided in fiscal vear 1956 to start construction of 
two new primary transmission projects for which additional funds were to be 
requested in fiseal vear 1957. Termination of the arrangements between AEC 
and the Mississippi Valley Generating Co. has made unnecessary the starting of 
construction of the Mississippi River crossing and related facilities for which 
$6,500,000 was made available. The revised schedule for full power requirements 
of the Arnold Engineering Development Center’s wind tunnel and related test 
facilities permits a vear’s postponement of the construction of the heavy trans- 
mission connection from Murfreesboro, Tenn., to AEDC for which $920,000 was 
made available for beginning construction during fiseal vear 1956. All construe- 
tion of transmission facilities planned for fiscal year 1957 is to be financed from 
corporate funds. Accordingly, beginning construction of this line with corporate 
funds is scheduld for fiscal vear 1957. 

Primary transmission facilities estimates for fiscal vear 1957 total $9,036,000, 
of which $1,861,000 represents expenditures for continuation of work started in 
fiscal year 1956 or earlier years. The remainder, $7,175,000, is required for projects 
to be started in fiscal year 1957. These facilities, most of which will operate at 
154,000 volts, are required for transmitting large quantities of power from 
generating plants to (1) the 66,000-volt and 44,000-volt subtransmission system 
which in turn supplies principally the loads of the municipalities and coopera- 
tives; and (2) those directly served customers, including Federal agencies, which 
purchase substantial amounts of power. The primary transmission system is 
also used for power transfers to and from neighboring utilities in connection 
with interchange and other transactions. The estimate for 1957 includes begin- 
ning construction of connections to the Cheatham hydro plant, an additional 
double-cireuit 154-kilovolt connection to the John Sevier steam plant, and the 
154-kilovolt line from Murfreesboro, Tenn., to AEDC. 

Direct construction expenditures of $6,924,000 will be required in fiseal year 
1957 to increase the capacity of subtransmission facilities. Of this amount, 
$776,000 is for continuing work started in fiscal year 1956 or earlier years. The 
remainder, $6,148,000, covers line and substation additions (to be started in 1957) 
throughout the power-service area where loads have outgrown existing facilities. 
Of this amount, $3,525,000 is for new 66-kilovolt and 44-kilovolt lines and sub- 
stations to provide new service points to contractors in areas now served by 


77044—56——_12 
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inadequate 13-kilovolt distribution lines, and $2,623,000 is to provide capacity 
increases at existing 66-kilovolt and 44-kilovolt substations. 

Expenditures of $5,607,000 will be required for other additions and replacements 
of electric facilities. Of this amount, $1,333,000 covers replacement of line and 
substation facilities; $802,000 provides for installation of static capacitors and 
low-voltage switches; $889,000 is for additions and improvements to communi- 
sation facilities; $1,307,000 is for a large number of minor additions, improve- 
ments, and replacements at generating plants; and $1,276,000 is for shop, labora- 
tory, and warehouse facilities. 


Additions and improvements at completed projects 


This table shows obligations for additions and improvements at completed 
projects: 


1955 actual | 1956 estimate | 1957 estimate 


Appropriated funds (multipurpose projects 
1. Construction cleanup work on completed projects $51, 336 | $180, 000 $84, 000 
Site improvements and public-use facilities 129, 199 390, 000 | 282, 000 
3. Construction for malaria control 217, 482 | 37, 000 
Access roads to cabin sites scheduled for sale 44, 761 41, 000 , 000 
5. Rehabilitation of operating mechanisms for spillway 
gates at Wilson Dam 234, 368 
6. Miscellaneous plant and equipment 57, 252 26, 000 25, OOO 


Total appropriated funds 734, 3$ 674, 000 2, O00 


Corporate funds (single-purpose projects 
7. Construction cleanup work on completed projects 2, 426 875, 000 93, 000 


1. Construction clean up work on comple ted proje cts $84,000 

The 1957 estimate of $84,000 for construction cleanup work covers final land 
surveys, land records, allowances for court awards for land acquisition cases it 
process of condemnation, and preparation of record drawings and reports recording 
data on projects as built. About $10,000 of the 1957 estimate relates to work o1 
final record drawings showing features of projects as built and final technical 
reports for engineering reference and maintenance purposes; $58,000 is required 
for permanent land marking and land record plats. Allowances for court awards 
in condemnation cases and technical and legal services required in connection 
with uncompleted land acquisition cases are estimated at $16,000. 

2. Site improvements and public-use facilities—$282,000 

TVA projects are open to the publie and are points of interest for a great number 
of visitors. For example, during fiscal year 1955 there were over 7 million visitors to 
TVA dams. There were more than 1,200,000 visitors at Kentucky Dam; 982,000 
at Fontana; 945,000 at Norris; 821,000 at Chickamauga; and numbers ranging 
from 583,000 to 61,000 at other projects. Such large assemblies of people require 
parking space, proper sanitation facilities, and other service installations. TVA 
provides only minimum facilities necessary to meet reasonable standards of public 
safety and convenience. During World War II, public service facilities planned 
for dam reservations were deferred to conserve materials and manpower. This 
caused no problem at the time because access to TVA facilities was restricted. 
It did, however, leave a backlog of uncompleted items which became necessary 
when those facilities could again be made available to the public. Proper facili- 
ties for control of public use of dam reservations are necessary to keep grounds 
maintenance eosts within reasonable bounds. 

Completion of this work has been planned so that all essential major items of 
this nature now foreseen will be finished by 1960. This will require from $200,000 
to $300,000 a vear until that time. 

The 1957 estimate of $282,000 includes $48,000 for a property maintenance 
building at Kentucky Dam to replace an old construction building now being used; 
$15,000 for resurfacing the access road at Hales Bar Dam;.$15,000 for resurfacing 
the access road at Hiwassee Dam; $140,000 for roads, parking areas, lighting, 
public toilets, and planting at Chickamauga Dam, which have been planned for 
several years but have been deferred until completion of the highway bridge across 
the dam; $16,000 for public toilet facilities to replace pit privies at the west side 
public-use area at Kentucky Dam; $19,000 for design work on future site improve- 
ments; and $29,000 for miscellaneous improvements at 17 dams, such as directional 
signs, fencing, and the like. 





Construction for malaria control 

No funds are requested for this activity for 1957. 

Access roads to cabin sites scheduled for sale—$51,000 

The 1957 estimate includes $51,000 for constructing about 6% miles of low-cost 
aecess roads to cabin-site areas on 3 reservoirs. Construction of these roads will 
permit sale of surplus properties in isolated areas at prices sufficiently enhanced to 
exceed the cost of building the roads. 


Rehabilitation of operating mechanisms for spillway gates at Wilson Dam 
This work was completed in 1955. No funds are required in 1957. 


Miscellaneous plant and equipment—$25,000 

The 1957 estimate of $25,000 covers a number of miscellaneous additions and 
retirements at completed projects, such as boats, motors, and other portable 
malaria-control equipment; and mowers, rakes, and small tools for maintenance 
of dam reservations. 

Construction cleanup work on completed projects—$193,000 

The 1957 estimate of $193,000 from corporate funds (power proceeds) covers 
cleanup of design work, minor construction costs, and final technical reports on 
recently installed hydro-generating units and steam plants; work on land records 
for single-purpose power projects; purchase of reservation maintenance tools for 
single-purpose power projects; and minor additions and retirements at various 
powerhouses. 

NAVIGATION FACILITIES 


Plans for proposed navigation facilities have been developed in cooperation 
with representatives of the Corps of Engineers, Department of the Army. The 
1957 estimate is $7,630,000. 

This table shows estimated obligations for 1957 for navigation facilities: 


1. Construction of a new navigation lock, Wilson Dam___. _ $7, 541, 000 
2. Other navigation facilities: 
Foundations for storage of emergency needle dams (6 locks) 15, 000 
Additions to the Harriman coal terminal-_-- oe 52, 000 
Preliminary planning for future improvements at existing 
locks and completion of record drawings for completed im- 
provements . ‘ 22, 000 


Total ee 5 ass ; : 7, 630, 000 


Construction of a new navigation lock, Wilson Dam—$?,541,000 

The TVA system of dams on the main stem of the Tennessee River has created 

navigation channel from Paducah, Ky., near the mouth of the Tennessee, to 
Knoxville, Tenn., some 650 miles upstream; $158,142,000 has been invested to 
make the river navigable. At the center of this navigation system is a serious 
bottleneck, the old lock system at Muscle Shoals. An additional investment 
estimated at $35 million to improve lockage facilities at this point will greatly in- 
crease the benefits of the investment in the whole system. 

At present, three lockages—through a tandem double-lift lock at Wilson Dam 
and a single-lift lock at lock and dam No. 1, about 2.6 miles downstream from 
Wilson Dam—are necessary to pass traffie between Pickwick and Wilson Reser- 
Voirs. These old locks were designed about 35 years ago to meet the needs of 

iavigation as visualized at that time. The controlling lock size is 60 by 292 feet, 
B: arges 300 feet long are in use on other rivers but can reach no more than one im- 
portant Tennessee River port because of the restriction at Muscle Shoals. The 
filing and emptying mechanisms and channel approaches are also obsolete. Due 
to the age of the operating mechanisms, failures could occur which would put the 
locks out of service and result in serious interruptions in traffic. The concrete in 
the river wall is badly cracked and this condition affords a potential hazard to 
navigation. 

The existing tandem lock arrangements at Wilson Dam doubles the operating 
time that would be required with a single-lift lock. In addition, each of the 2 
small lock chambers requires tows to be broken into many units, each unit re- 
quiring 2 separate lockages; thus the total lockage time is 6 to 8 times that of a 
standard 110-foot by 600-foot single-lift lock. 
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Delays are also experienced for other reasons: Both the lower approach to 
lock No. 1 and the upper approach to Wilson locks are extremely difficult to 
navigate, requiring tows to proceed very slowly. Lock No. 1 is closed by high 
water approximately 1 week per year on the average, stopping all traffic. The 
Wilson locks must be closed for repairs more frequently than any other lock on 
the Tennessee River. 

Traffic through the Muscle Shoals locks ineludes the most vital commerce on 
the river. These locks handle all of the valley’s waterborne imports of grain, 
automobile *s, asphalt, and molasses; all river traffic associated with the operation 
of AEC fae ilitie s at Oak Ridge, Volunteer Ordnance Works at Chattanooga, and 
the Huntsville, Ala., Arsenal; and the bulk of all Tennessee River traffic in petro- 
leum products, iron and steel, scrap metals, fertilizer, phosphate rock, sulfur, and 
coke. Through Wilson locks, as for the river as a whole, coal shows the greatest 
rate of increase among all commodities shipped. 

Tennessee River traffie is growing rapidly—in 1954 tonnage totaled 8,416,000 
tons, or 276 percent of that in 1950; the 1955 tonnage will exceed 9 million. Traffic 
through the Wilson locks rose from 452,000 in 1945 to 2,114,000 in 1954. On the 
basis of experience to date and additional movements for which shippers have 
bought or are seeking to buy terminal sites, the traffic at Wilson locks will reach 
the practical locking capacity within the next 2 or 3 vears. Serious delays are 
already being encountered and will become more severe before a new lock can be 
constructed. 

Unless a new large lock is provided as soon as possible, the situation at Muscle 
Shoals will place a rigid ceiling on further development of traffic on the Tennessee 
River and will preclude realization of full value of the public investment in the 
Tennessee waterway. 

The 1957 estimate includes $7,541,000 for continuing design work and begin- 
ning construction of a new lock at Wilson Dam. The new lock is planned to have 
a single-lift with 110-foot by 600-foot chamber and a dredged canal from the 
lower lock entrance to the head of Pickwick Reservoir, bypassing lock and dam 
No. 1. Construction of the new lock will require construction of a new highway 
bridge to clear the lock, replacing part of an existing highway across Wilson Dam 
The plan provides for replacing the present lock and dam No. 1 by a new lock 
chamber immediately downstream from the existing locks at Wilson Dam. The 
existing locks at Wilson Dam will be kept in operating condition as an auxiliary 
for emergency standby service. The total cost of the project is estimated 
$35 million. 


?, Other navigation facilities —$89I,000 

Emergeney needle dams at six locks are needed for use in case of accidental! 
damage to the lock gates to permit unwatering the locks for making repairs. The 
1957 estimate ineludes $15,000 for construction of foundations for storage of 
needles and supporting beams. The steel needles will be furnished by the Corps 
of Engineers, since they will be replacenents of existing wooden needles. 

Additional facilities at the Harriman coal terminal will be required in 1957 to 
handle economically the increased volume of traffic now estimated. In 1955, 
13,950 tons of coal was handled through this terminal. The tonnage is expected 
to increase to 57,400 tons in 1956 and to 75,000 tons in 1957. The additional 
facilities required consist of a heavy-duty tractor to move cars, a car shaker to 
facilitate unloading wet coal, additional storage tracks, and a small equipment 
storage building at an estimated total cost of $52,000. 

The 1957 estimate includes $22,000 for preliminary planning and design studies 
for future minor improvements at existing locks and completion of record drawings 
for completed improvements. 


FLOOD CONTROL FACILITIES 


Flood control facilities proposed will require an estimated expenditure of 
$300,000 in 1957. This sum provides for the purchase of a portion of additional 
land and land rights required on relatively small areas for Norris Reservoir up to 
elevation 1,044 feet. The acquisition of these lands is necessary to assure that 
the flood storage capacity can be utilized to the full extent for downstream flood 
protection, one of the primary purposes for which the Norris project was built 
Completion of purchases is planned in 1958. The total acquisition program 
relates to about 300 small scattered tracts with a total area of about 670 acres. 
The lands: under consideration are a small part of the total reservoir land area 
below this elevation (approximately 45,000 acres). 
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The spillway gates at Norris Dam can be raised to elevation 1,034 and are 
designed to permit an overflow well above this elevation. All structural features 
of the dam are designed for a maximum reservoir level of elevation 1,052 in order 

protect the integrity of the dam in the most extreme flood. In the earlier 
stages of the project, elevation 1,047 was established as the reservoir level which 
would be reached in event of the maximum probable flood. Most of the land 
below this elevation was purchased in fee by TVA at that time. A small part 
of the acreage below elevation 1,047 was left outstanding because of difficulties 
of acquisition and the belief that these lands would not be developed and that 
acquisition would become easier with the passage of time. Recent studies have 
shown that filling the reservoir to elevation 1,044, with operation in accordance 
vith the rule curve that has been developed, would result in the most effective 
ise of the reservoir in the event of the maximum probable flood. In view of this, 
about 18,000 acres of the land which TVA holds above elevation 1,044 may be 
declared surplus and sold. On the other hand, the same studies show the necessity 
of acquiring all of the outstanding tracts below elevation 1,044. These outstand- 
ig tracts are being developed more and more each year and it has become evident 
hat acquisition costs will rise rapidly in the future. Moreover, the existence of 
numerous developments below elevation 1,044 could serve to prevent TVA from 
sing the reservoir in a great flood for the purpose for which the dam and reservoir 
were constructed. This problem is intensified by developments which are taking 
place downstream along the Clinch and Tennessee Rivers. Restrictions on 
filling the Norris Reservoir to avoid flooding of certain properties would require 
the release of water in such volume as to flood valuable properties downstream, 
neluding a part of the Oak Ridge development of AEC. 

The amount estimated for 1957 following an expenditure of $49,000 for survey- 
ng and mapping in 1956 will enable TVA to carry out appraisal and title work 
and acquisition of approximately 100 of the 300 tracts required. It is planned 
to acquire the remaining 200 tracts in 1958 at a direct cost of $391,000. The 
total estimated cost of the land and land rights required, including applicable 
administrative and general expenses, is $750,000. The 18,000 acres of land now 
owned above the 1,044 elevation and which may be declared surplus and sold 
has an estimated present-day gross sales value of about $630,000. 


INVESTIGATIONS FOR FUTURE PROJECTS 


The planning and scheduling of additional navigation, flood control, power, 
and multipurpose projects require extensive preliminary engineering work. Poten- 
tial project sites are investigated in order to select among alternative sites for 
needed future installations. Drilling and other field explorations are necessary to 
determine foundation characteristics and to compare the relative engineering 
feasibility of different locations. Preliminary design studies of sufficient scope 
are made to compare probable operating characteristics and costs. 

Investigations of dam and reservoir projects, major navigation improvements, 
nd flood-control facilities are financed from appropriations, and investigations of 
idditional generating units at existing dams and new steam plants are financed 
from corporate funds (power proceeds). This plan of financing permits the sched- 
ling of power investigations to be tied more closely to requirements of the overall 
ower system. 

The 1957 estimate of appropriated fund requirements is $172,000. Investiga- 
tions are underway and in various stages of completion on several potential dam 
sites on tributaries of the Tennessee River If these investigations show promise 
of economie feasibility, planning reports will be prepared. These reports provide 

e basis for recommendation for construction at such time as system development 
akes such action desirable. 

The status of the major investigations now underway is as follows: Investigation 
' the Surgoinsville site on the Holston River, primarily a power project, and the 
Melton Hill site on the Clinch River, a navigation and power project, are both 
well advanced. Further studies and discussions are required relating to the 
idjustment of facilities of other agencies located in the reservoir area. Investi- 
cations of the Fort Loudoun extension site, a navigation, flood control, and power 
project on the Little Tennessee River, was started some years ago. Early inves- 
tigation suggested a dam without power installation to divert the Little Tennessee 
River into the Fort Loudoun pool. Studies on the feasibility of power installation 

the proposed dam are now contemplated and will be completed in fiscal vear 
1957 unless it should become desirable to give other projects priority. Sites for 
possible multiple-purpose projects on tributaries of the Clinch and Watauga 
Rivers will be investigated further. The lock at Hales Bar Dam is substandard 
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and investigations have been started to determine the feasibility of its replace- 
ment. Other investigations are planned, particularly on the French Broad and 
its tributaries and on the Hiwassee. 

The 1957 estimate of corporate fund requirements of $162,000 includes $148,000 
for investigations of potential future steam plant sites and $14,000 for studying 
possibilities of installing additional hydrogenerating units at existing dams and 
for conducting related studies. 


CHEMICAL FACILITIES 


As directed by the Tennessee Valley Authority Act of 1933, the TVA maintains 
and operates chemical laboratories and production facilities at Wilson Dam, Ala., 
providing a national research and development center for new and improved fer- 
tilizers and munitions. The TVA fertilizer and munitions development program, 
which pertains primarily to the three major plant nutrients—nitrogen, phosphate, 
and potash—and to munitions products is described on pages 68 through 82. 

In addition to their use for research and development projects related to fer- 
tilizers, TVA chemical facilities are also immediately available for use in national 
defense should that need for them arise. 

The total estimate for chemical facilities for 1957 is $1,249.000. Details of the 
work covered by this estimate are described in the sections which follow. 

This table shows obligations for chemical facilities: 


1955 actual 1956 estimate 1957 estimate 


. Phosphate lands and rights 
A ppropriated funds $280, 000 
Corporate funds 000 
Phosphate facilities 000 100, 000 
3. Nitrogen facilities 55, 50, 000 50, 000 
. Combination fertilizer facilities 5, 000 600, 000 
Equipment modifications to demonstrate new fertilizer 
processes 3, 485 56, 000 100, 000 
Emergency plant replacements 
A ppropriated funds 222, 85 300, 000 
Corpor ite funds | O00 
General chemical facilities —194, 000 —181, 000 
Total 
A ppropriated funds 37, 382 | f O00 | 1, 249, 000 
Corporate funds 000 | 


Nea a Pee be ae 37, 382 | 000 | 1, 249, 000 


B Phosphate lands and rights $280,000 

The phosphatie raw material used in TVA’s experimental fertilizer and muni- 
tions production is obtained from the Tennessee and Florida phosphate fields. 
Tennessee brown phosphate deposits are limited in extent and are usually of too 
low grade to be used alone in electric furnaces. If the material is beneficiated, a 
loss of about 30 percent of phosphate occurs. However, the life of the Tennessee 
reserves can be materially extended and the rock economically utilized for electric- 
furnace charge if it is blended with a higher grade material such as occurs in the 
Florida hard rock field. TVA needs a moderate reserve in Florida to assure a 
source of supply of the grade of phosphate needed for blending. 

The 1957 estimate of $280,000 provides for the continuation of prospesting for 
phosphate deposits in both Tennessee and Florida and for the purchase of reserves 
in the Florida hard rock field. Minimum purchases will continue in the Tennessee 
reserves to consolidate present holdings in this field. 

?. Phosphate facilities—$ 100,000 

The 1957 estimate of $100,000 for phosphate facilities is for technological 
improvements to complete developments under way and to improve operating 
economy and efficiency. Among these are further improvements to calcium 
metaphosphate facilities, new byproduct processing facilities, and phosphorus 
raw material preparation facilities. Other opportunities may result from con- 
tinuing plant studies. The following are some examples of improvements recently 
made which show the character and purpose of technological improvements cov- 
ered by this estimate. Improvements made in the calcium metaphosphate unit 
at a cost of about $107,000 overcame a production handicap on the furnace, 
provided flexibility in operation, and reduced shutdown delays, thus lowering 
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init costs. These improvements make the development more attractive to 
ndustry. Further improvements will be made to complete the development. 
\ gas cooler and auxiliary phosphorus condenser were installed to recover phos- 
phorus from a byproduct carbon monoxide gas line supplying fuel to nodulizing 

Ins. This improved kiln operation and minimized hazards. Installation of 
this equipment was completed at a cost of about $16,000. Phosphorus recovered 

less than 1 year equaled the investment. Other new phosphate developments 
re in progress, including economical utilization of an unavoidable byproduct 
slag. Development of improved phosphorus raw material preparation processes 
is under way aimed at reducing operating costs. 

Nitrogen facilities—$50,000 

The 1957 estimate of $50,000 provides for various technical improvements of 
the kind normally required to maintain efficient and economical operations. It is 
through such improvements that methods of reducing operating costs can be 
applied and demonstrated. These miscellaneous improvements cannot always 
be identified very far in advance, but they must be provided for in the interest of 
efficiency and economy. In 1955, for example, alterations were made to an 
ammonium nitrate crystallizer to improve the operating flexibility of the plant. 
\ truck-loading shed, offering protection to employees and equipment, was con- 
structed. 


Combination fertilizer facilities—$600,000 


The Florida phosphate deposits contain a layer of material, called leached zone 
re, overlying the phosphate rock. The phosphate in the leached zone is largely 
the form of aluminum phosphate rather than calcium phosphate normally 
mined for use in the production of commercial fertilizers. The average P.O; con- 
tent is about 12 percent. The leached zone ore contains uranium also; the ratio 
of its uranium oxide content to its P:O; content is about three times that of ordi- 
ary phosphate ore. At present the leached zone material is discarded as a waste 
overburden, expensive to move. Fourteen million tons of it is discarded each 
ear, containing some uranium and about 1,500,000 tons of P2O;, the equivalent 
of half the P.O; in the Florida phosphate rock used or mined annually. 

The AEC is interested in the recovery of uranium from this source as a byprod- 
uct of commercial operations. The TVA is interested in the use of the material 

conserving phosphate resources, in the production of fertilizer, and in the 
national defense. 

In 1952, AEC asked TVA to conduct research on the manufacture of fertilizer 
and the recovery of byproduct uranium from Florida leached zone ore. In its 
budget program for 1956 TVA discussed this process development work, which 
has been carried through the pilot-plant stage. 

AEC engaged a private engineering firm to make an evaluation of the TVA 
process. The findings of these engineers indicate the commercial feasibility of 
the process. They a!so found the uranium recovery aspects of the process to be 
technically feasible. 

Tests made independently by TVA and the USDA indicate that the physical 
properties of the fertilizer products are satisfactory. There is very little informa- 
tion on the effectiveness and use of aluminum phosphates as fertilizer; therefore 

e product needs extensive testing. Since the leached zone ore is so different 
from the ores normally used as a source of phosphate, the fertilizer industry will 
not be in a position to utilize it until experimental production and field demonstra- 
tion of the fertilizer made from it are completed. 

The !957 estimate of $600,000 provides for beginning construction at Wilson 
Dam, Ala., of a demonstration-seale unit, to cost $1,219,000, for production of a 
15-15-15 fertilizer. The unit will have a capacity of 25,000 tons, only enough to 
demonstrate the process and the product. This project does not involve a 
demonstration unit for uranium recovery. It is anticipated that AEC may ulti- 
mately be interested in demonstrating the recovery of uranium through the TVA 
process. The investment for the unit is less than 5 percent of that required for 

e commercial plant estimated by the engineering firm retained by AEC. The 

w investment for the TVA unit is made possible by its smaller size and the 

xtensive use of existing equipment and facilities at the TVA chemical plant. 
Technical information obtained from plant operation and from fertilizer tests will 
be made available to the fertilizer industry. 

Successful demonstration of an economical process for producing a high-analvysis 
fertilizer from leached zone ore and the development of a market for it will en- 
courage the fertilizer industry to use the material now wasted. This in turn will 
reduce the cost of mining the phosphate going into fertilizer, will extend the life of 
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the Florida phosphate reserves by nearly half, and will help in the national defense 
by making possible recovery of a significant domestic source of uranium. Such 
a demonstration and development will take several years. Therefore it is impera- 
tive that they begin soon in order that the advantages of utilizing the leached 
zone ores may be realized as early as possible. 

5. Equipment modifications to demonstrate new fertilizer processes—$100,000 

All of TVA’s fertilizer facilities are devoted to research, development, and 
demonstration of new processes and products. If a part of the plant can be 
modified to demonstrate a new process, it is so altered. Raw materials or inter- 
mediate products formerly used in the manufacture of an established fertilizer 
compound where feasible are used in the manufacture of another. This makes 
it possible to achieve considerable flexibility in administering research and 
demonstration projects, to provide facilities for demonstrating some new proc- 
esses without costly construction, and to change products without increasing 
basic plant capacity. 

For example, during 1955 TVA modified a part of its ammonium nitrate pro- 
duction facilities to permit the demonstration-scale production of a new product, 
diammonium phosphate. These modified facilities are being used to produce 
about 20,000 tons of diammonium phosphate a year. Some TVA phosphoric 
acid and ammonia, which formerly went into the production of concentrated 
superphosphate and ammonium nitrate, are going into the new product, with 
consequent reductions in the output of these fertilizers. 

Other high-anaylsis, multicomponent fertilizers which can be produced from 
TVA’s basic raw materials and intermediate products are in various stages of 
development. The most promising one is for production of ammonium phosphate- 
nitrate fertilizer. Another attractive process that may be ready for demonstra- 
tion in 1957 involves the production of potassium-calcium phosphate. The 1957 
estimate covers modifications of existing equipment to demonstrate these or 
other new processes as they are developed through the pilot-plant stage. 


6. Emergency plant replacements—$300,000 

An estimate of $300,000 is included for emergency plant replacements in 1957 
This is necessary to assure continuity of operations and is for the replacement of 
wornout, obsolete, or inadequate equipment and for installation of facilities to 
protect the health and safetv of employees. These requirements cannot be 
anticipated item by item but must be provided for in an activity of the scone of 
the TVA fertilizer and munitions program. Examples of replacements which 
may be required on an emergency basis are: electric furnace shell, crucible, 
transformer, precipitator, catalyst basket, nitric acid absorption towers, and 
railroad facilities. 
?. General chemical facilities $181,000 

The 1957 estimate includes $149,000 for work tools and equipment, preliminary 
investigations and design studies, and miscellaneous improvements to general 
chemical facilities. A credit of $330,000 is taken here for depreciation ! on genera! 
chemical plant and shop facilities. 


GENERAL FACILITIES 


General facilities include such items as office furniture and equipment, trans 
portation facilities, plant additions and improvements on general-use reservations, 
and construction equipment not assigned to specific projects. These facilities ar 
used in all TVA activities. 


1 Note.—In the interest of economy and efficiency, TVA general facilities and equipment are pooled 
and made available to programs and projects on a rental basis. The rental rates include appropriate pro 
vision for depreciation; therefore, budget requirements for each program and project include charges for 
depreciation. Since depreciation is a type of expense not requiring current outlay of funds, the total of the 
depreciation charges is offset to avoid overstatement of fund requirements. The $330,000 credit budgeted 
here offsets total charges included in program and project estimates as depreciation on chemical general 
facilities. 
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This table shows obligations for general facilities: 


1955 actual 1956 estimate | 1957 estim 


General construction equipment and inventories $644, 133 000 $164 
Office facilities and equipment. -- 152, 160 - 000 —70 
Transportation facilities and equipment — 274, 972 2, 000 — 57 
Other general facilities and equipment. - - : 27, 550 921 17 


Total... - ani “ ‘ — 548, 871 325, 921 54, 


General construction equipment and inventories—$ 164,000 

This category reflects changes in inventories maintained for general construction 
surposes; changes in the net investment in a pool of trucks, tractors, dirt-moving 
equipment, and other machinery which is shifted from project to project with 
changing construction needs; and plant and equipment held for future construc- 
tion use. 

The estimate for 1957 includes (1) $20,000 for purchase of new construction 
equipment for general use; (2) $24,000 for increased inventories resulting from 
transfers of miscellaneous construction materials from completed construction 
projects to general inventory accounts for future use, with offsetting credits in 
accounts for construction of various projects; and (3) $120,000 for equipment 
transfers from completed construction projects to accounts for equipment held for 
future use, with offsetting credits in accounts for construction of various projects 
and incidental costs of storing plant and equipment held for future use 


Office facilities and equipment—$70,000 
This table shows obligations for office facilities and equipment: 


1955 actual | 1956 estimate | 1957 estimate 


Office equipment -- $262, 514 $140, 000 $110, 000 
Building equipment 86, 848 20, 000 . 000 
Equipment for office shops... 24, 112 40, 000 35, 000 


Miscellaneous facilities , 000 


Subtotal . 373, 474 204, . 000 
Less depreciation ! on facilities and equipment in service 221, 314 235, 240, 000 


Total. ee eek ice este oe 52, 160 31, , 000 
See footnote 2 on p. 184. 


The estimate of $110,000 for office equipment provides for replacing wornout 
or obsolete equipment such as typewriters, adding machines, bookkeeping ma- 
chines, and calculators; and for minor additional new items of equipment. The 
estimate takes fully into consideration furniture and equipment released from 
completed construction projects. 

The estimate of $18,000 for building equipment covers miscellaneous building 
equipment additions and replacements such as stokers and boilers, air-conditioning 
equipment, and fire-protection devices. 

An estimated $35,000 will be required for equipment such as reproduction 

achines, stapling machines, motors, ventilating fans, portable heaters, shelving, 
ete., much of which is for replacement purposes. The estimate of $7,000 for mis- 
ellaneous facilities covers minor replacements and additions to the telephone 

vstem at Wilson Dam. 
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Transportation facilities and equipment, $57,000 


This table shows obligations for transportation facilities and equipment: 


1955 actual 1956 estimate | 1957 estimat 


Passenger sedans $182, 980 $284, 000 $284, (0 
Trucks heavy mobile equipment | 206, 658 | 458, 000 474, Of 
Aircraft 36, 630 | = 

Shop and snecial service equipment 16, 400 60, 000 60, 0 


, e 


Garage facilities 6, 581 


Subtotal ad 149, 249 802, 000 RIS. OM 


Less depreciation ! on facilities and equipment i 724, 291 800, 000 R75, OM 


Total. a ‘ ra —274, 972 2, 000 


| See footnote 2 below 


The estimate of $284,000 for passenger sedans provides for the purchase of 211 
vehicles as replacement for an equal number which will have reached an age or 
mileage accumulation where it is more economical to replace them than to make 
major repairs or complete the rehabilitation needed in order to extend their 
service life. All of the 211 vehicles to be retired will be within the Government 
vehicle retirement standards. Sixty-seven of these will have accumulated 70,000 
miles or more, and the remainder will have attained from 60,000 to 70,000 miles 
teplacement of these vehicles is necessary in view of the forecast of sedan utiliza- 
tion in 1957 of more than 12 million miles and the fact that at the beginning of 
the vear these vehicles will have either reached or closely approached the stage 
where retirement is indicated. It is only through an orderly replacement program 
such as this that transportation essential in the conduct of TVA operations, 
which extend over an area of more than 80,000 square miles, may be provided on 
an adequate, dependable, and economical basis. 

The estimate of $474,000 for trucks and heavy mobile equipment covers the 
purchase for use in operations, maintenance, and construction activities of 60 
light trucks, 40 medium trucks, 12 heavy trucks, 15 construction machines, and 
10 heavy trailers to replace equipment scheduled to be retired. All of the light 
and medium trucks to be retired will be within Government vehicle retirement 
standards. While there are no Government standards applying to the remaining 
items of equipment proposed for replacement, these will have also reached an 
age or physical condition where it is more economical to replace than to make the 
major repairs necessary to extend their service life. The heavy trucks to be 
replaced will be 7 to 10 years old, and the construction machines and trailers will 
have been in use from 8 to 15 years. 

The estimate of $60,000 for shop and service equipment provides $10,000 for 
miscellaneous equipment items needed in transportation shops such as lathes 
grinders, drill presses, and alinement machines; and $50,000 to cover the cost of 
installing special equipment on trucks and other vehicles. 


Other general facilitie s and ¢ quipment, $17,000 


The 1957 estimate of $17,000 for other general facilities and equipment con- 
sists of $87,000 for minor improvements on the Wilson Reservation, engineering 
equipment, and general plant and equipment items required for program activities 
and administrative services, less a credit of $70,000 for depreciation 2 on facilities 
in service. 


FACILITIES NEEDED TO MEET POWER DEFICIENCY 


Mr. Rasavur. From your statement it would appear that regardless 
of the new Memphis plant, you expect to have a power deficiency by 
the end of calendar 1957; is that correct? 


2 Notr.—In the interest of economy and efficiency, TVA general facilities and equipment are pooled and 
made available to programs and projects on a rental basis, The rental rates include appropriate pro- 
vision for depreciation; therefore, budget requirements for each program and project include charves for 
depreciation. Since depreciation is a type of expense not requiring current outlay of funds the total of the 
depreciation charges must be deducted to avoid overstatement of fund requirements. The credits of $240,000 
for office facilities and equipment, $875,000 for transportation facilities and equipment, and $70,000 for other 
general facilities and equipment offset total charges included in program and project estimates as deprecia- 
tion on TVA pooled general facilities. 
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\Ir. VoGE.. It is a very small deficiency at the end of 1957. The 
effect of the Memphis plant would be nil at that time because the 
Jant proposed by Memphis will not come in until July 1 of 1958, 
even according to their best plans. 

Mr. Raspaut. What do you mean by a small deficiency? 

Mr. Vocger. One hundred twenty-seven thousand kilowatts. 

\ir. WaGNer. I believe that deficiency does not contemplate any 
dditional capacity. 

\ir. KampMErER. The figure to which you refer, I believe—the one 
on page 12—shows the relationship between capacity now under 
cOnsaTAN tO and estimated demands; in other words, before the 
beginning of John Sevier unit 4. The purpose of John Sevier unit 4 
s to wipe out that deficiency. 

\Ir. VoGeuL. As you know, that is a matter which is being consid- 
ered in the supplemental. I think vou have indicated that, Mr. 
Chairman. 

Mr. Rasavur. Is it correct to say that you will have an adequate 
power capacity if you complete John Sev ler unit No. 4 and Johnson- 

ville units 7 and 8 before the end of 1958? 

Mir. Kampmetrer. On the basis of the presently estimated de mands, 
the addition of John Sevier 4 in 1957 and Johnsonville units 7 and 8 

1 1958 would wipe out the deficiency which is indicated now. Con- 
struction of those units would provide us with just enough capacity, 

and se arcely any more, to meet the presently foreseeable demands. 
They would not provide capacity for any unanticipated load growth, 
and therefore I would not want to sav that it would be an adequate 
supply, and most certainly it would not bean amplesupply. It would 
merely be enough to meet the presently foreseeable demand. 

Mr. Rasaur. I set a date there, adequate supply by the end of 1958. 

Mr. Kampmerer. That is right. The demands in 1958 foreseeable 
now, without allowing for any presently unanticipated load growth. 

Mr. Ranaut. You do not figure it would be remarkably safe. You 
figure that you might have a load growth which you do not anticipate 
at this time. Is that it? 

Mr. Kampmerer. That is correct. The figures show a projected 
demand of 10 million kilowatts at the end of 1958. Compared with 
that present estimate of demand, the three units would result in a 
margin of one-tenth of 1 percent. That is practically no margin at 
all, and that load of 10 million kilowatts is exclusive, for example, of 
anv of the Memphis lead. It assumes that Memphis will have been 
able to complete their plant of three units, and be ready to carry their 
load in its entirety before the end of 1958, which is an optimistic 
assumption. But it is that sort of assumption on which the figures 
are based. 

Mr. Taser. Fiscal or calendar vears we are talking of now? 

Mr. Raspaut. Calendar. 


POWER REDUCTION DUE TO DROUGHTS AND FLOODS 


In estimating your power producing capacity, I note that vou con- 
sider the effects of floods and droughts which you estimate can reduce 
your hydro capacity by a half million kilowatts. You apparently 


make allowances for a loss of three-fourths of this amount, or 375.000 
kilow atts. 
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What has your actual past experience been as compared with this 
estimate? 

Mr. Kampmeter. Our experience has been that on more than one 
occasion there has been a reduction in capacity greater than the 
375,000 kilowatts—in fact greater than 500,000 kilowatts. 

The allowance we make is intended to be, you might say, a normal 

allowance for what would be fairly probable in the way of a reduction. 

Mr. Rasavur. A happy medium? 

Mr. Kampmerer. A happy medium. Sometimes it is greater and 
frequently less. 

Mr. Patties. I didn’t understand what the 375,000 figure was. 

Mr. Kampmerer. The chairman was explaining the allowance made, 
in computing our so-called assured load carrying capacity, for specified 
reductions in hydro capability. I would want to check to be sure 
whether 375,000 is a precise figure, but it is in that order. 

We make an allowance for a loss of capacity somewhat smaller 
than the largest that is sometimes experienced. 

Mr. Puruuires. Loss due to what? 

Mr. Kampmerer. Due to two things—either the tributary reservoirs 
are lower than normal levels, or the main river plants are affected by 
high water. Roth reduce the head and, therefore, the generating 
capacity. 

PUBLIC SERVICE FACILITIES 


Mr. Rasaur. You point out on page 21 that public service facilities 
planned for dam reservations were deferred during World War II, 
and that you have a backlog of uncompleted items. 


For how many more years will we be making improvements deferred 
because of World War II? 
Mr. Vocret. The answer to that, Mr. Chairman, is until about 1960. 


OBSOLETE MECHANISM AT WILSON DAM 


Mr. Ranaut. You speak of obsolete lock mechanisms at Wilson 
Dam, and say failure could occur which would put the locks out of 
service. Have the locks ever been out of service for any extended 
period? 

Mr. VoceL. Not for any extended period because of mechanical 
failure, although one of the locks frequently floods out. Investiga- 
tions have been made of the tunnels and of the locks themselves, and 
they are indicated to be in very poor structural condition so that a 
failure is possible at almost any time. 

Another thing bothering us very much at the moment is the fact 
that the lock chambers built more than 30 vears ago are of an earlier 
standard and are not sufficient to carry the large modern tows which 
have to be broken up. Thus there results a considerable delay and 
piling up of traffic at that particular lock. 

Mr. Rasaur. You make a suggestion of about $7‘ million for this. 
Is that right? 

Mr. Vocex. Yes, sir. We feel we can gear up to expend that 
amount profitably and economically in fise al 1957, and in order to 
get the most for what we are doing we should have that large a 
program. 
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ACQUISITION AND DISPOSAL OF LAND 


\fr. Ranaut. I note that you need 670 acres of land to bring the 
Nowa Reservoir up to 1,044 feet. You expect this to cost you 
$750,000. You have 18,000 acres which you hope to dispose of for 
3630, 000. 

Why is it the land is costing you in excess of $1,000 an acre and 
that which you are selling will go for $35 an acre? 

Mr. Vogru. Because the land which we are selling is higher hillside, 
less usable, less desirable land. The land which we need in order that 
ve may have full control over our reservoir operations and may utilize 
this reservoir to the maximum in preventing possible floods of the fu- 
ture, Which incidentally impose a possible threat to Oak Ridge, Clinton, 
and other communities downstream, those lands have been built up 
by small communities, stores, people catering to recreational interests, 
so that they have taken on a arger value. 

Actually the amount of acreage which we are selling is larger than 
the amount of acreage which we are buying, and it is entirely a matter 
of value as developed by the land usage itself. 

Mr. Rasavt. What procedure would you employ in disposing of 
that land? 

Mr. Voge. It would be done by public sale, sir; auction. 

Mr. Rasaut. Public sale with proper announcements and plenty of 
time? 

Mr. Voce. Yes, indeed. 

Mr. Ranaut. Everybody would have a chance? 

Mr. Voce. Certainly. 

Mr. Rasaur. How do you go about buying the lands you want to 
purchase? 

Mr. Vocet. We have a regular division of our organization which 
handles that and what we consider to be proper prices are offered 
based upon the opinion of experienced people. 

Mr. Rasaur. Who decides what a proper price is? 

Mr. Voce. Our land people decide that. They make an offer. 
If the offer cannot be accepted or is not accepted by the owner, we have 
to resort to condemnation in the courts. 

\Mir. Rapaut. Have you had to condemn some lands? 

\ir. Voge. Oh, ves, sir, on many occasions. 


IMPROVEMENTS IN CHEMICAL FACILITIES 


Mr. Ranaut. Referring to technical improvements in your chemical 
facilities, you say ‘‘these improvements cannot always be identified 
very far in advance, but they must be provided for in the interest of 
efficiency and economy.” One of the two examples cited is a truck- 
loading shed. What makes such a need difficult to forecast? 

Mr. Voce. I will let our fertilizer people, Mr. Chairman, explain 
that particular item. 

Mir. Rapaut. All right. 

Mr. Vocex. I would like to say in general, however, that the 
reason it is difficult to forecast so many of these expenditures i in detail 
is that the programs are in the nature of research, and the very nature 
of research is such that vou never know exactly on what line you will 
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come out. You may start on a particular path, but sometimes your 
work takes a peculiar turn that you have not anticipated. 

But as to the specific item, I will ask Mr. Young for the answer. 

Mr. Youna. It was anticipated that some of these new fertilizers 
would move out largely in railroad cars. It was found in practice 
that we had a heavy demand for truck ‘shipments and didn’t have 
any provisions for handling those truck shipments so we could keep 
the material dry while it was being loaded on trucks. That is the 


reason for that particular item. 

Mr. Raravur. It couldn’t have been a great problem. That. is 
rather laboring the point. 

Mr. WacGner. It was just an example of the kind of thing that can 
add up to a substantial amount, Mr. Chairman. 


NAVIGATION OPERATIONS 


Mr. Rapavr. Let us now turn to the subject of navigation opera- 
tions and insert pages 42 to 45 of the justifications. 
(The information referred to follows:) 


NAVIGATION OPERATIONS 


Appropriated fund requirements for direct navigation expense in 1957 aré 
$253,000. The estimate for 1956 is $246,000, and actual expense for 1955 is 
$263,216. Net expense figures for 1957, 1956, and 1955 are $2,870,000, $2,754,000, 
and $2,820,230, respectively. Net expense is the direct expense of the program 
less income from river terminals plus depreciation on navigation facilities (which 
involves no cash outlay), administrative and general expenses, and a portion of 
multipurpose reservoir operations expense. 

This table shows the breakdown of actual expense for 1955 and estimates for 


1956 and 1957 


1955 actual | 1956 estimate | 1957 estimat« 


$22, 469 $30, 000 $33, 0 


13, OOO 
4, O00 
, OOO 
, 000 


, 000 
25, OOO 


, 000 
rvoir 7, 000 


78, OOO , 497, 001 


Total expenses before depre clation 
, 000 610, 001 


Depreciation on navigation facilities 
Depreciation allocated from multipurpose 1 


tions. 


796, 000 796, 000 


Total expenses 


2, 699 x , 000 | 2, 903, 00 


Net expense of navigation operations-.-- Ps ‘ 2, 820, 230 c , 000 2, 870, 000 


The TVA Act of 1933 assigns to TVA the primary Federal responsibility for 
improvement of the Tennessee River and its tributaries for navigation. The 
9-foot navigation channel is now complete and the Tennessee Valley is linked 
with the vast industrial and trade area served by the inland waterway system. 
The operation of the navigation channel is a cooperative enterprise of TVA, th¢ 
Corps of Engineers, and the United States Coast Guard. All barge facilities are 


operated by private enterprise. 
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4. Maintenance of navigation facilities, $1,000 


Inspections are made of navigation structures to determine if they are function- 
ing as designed, and recommendations for needed repairs are made. The estimate 
of $1,000 will cover this maintenance work in 1957. 


Mr. Ranaut. What accounts for the fact that though expenses for 
terminal operations will increase by $5,000, the income will increase 
by only $3,000? 

Mr. Waaner. The increase in expenditures is for some work at the 
Harriman public use coal terminal and the increase in income is due 
to an estimated increase in traffic at the same point. Some of the 
work to be done will have lasting value beyond the year in which it is 
budgeted. 

Mr. Vocet. I think this point was brought out last year, but I 
might repeat it. We are trying to dispose of these terminals as 
rapidly as possible and as quickly as we can find commercial enter- 
prises which will be interested in their operation. We feel that will 
come about in a reasonably short period of time now. 


FLoop-CoNnTROL OPERATIONS 


Mr. Ranaut. We will now turn to the flood-control operations and 
insert in the record pages 46 through 51 of the justifications. 
(Information referred to follows:) 


FLoop CONTROL OPERATIONS 


Operation of the flood-control system of the Tennessee River consists principally 
of (1) using storage space in upstream reservoirs for seasonal retention of excessive 
runoff and (2) regulating the discharges from reservoirs to rates of flow which 
can safely be handled by downstream channels and reservoirs. This system not 
only averts damage to cities and agricultural lands in the Tennessee Valley but 
also reduces flood crests on the lower Ohio and Mississippi rivers. Regulation 
afforded by the Tennessee River system can reduce flood crests at Cairo, Ill., by 
from 2 to 4 feet below those that would otherwise occur and by lesser amounts 
on the Mississippi River as far south as the mouth of the Red River. Reductions 
of flood heights by nearly 2 feet at Cairo have been accomplished several times, 
averting considerable damage to that city and to properties farther down the 
Mississippi River. Since the first project in the TVA system was placed in 
operation (1936), regulation of TVA reservoirs to reduce flood crests has averted 
damage of about $53 million at the city of Chattanooga alone and about $6,500,000 
on the lower Ohio and Mississippi rivers. The estimated average benefits of the 
TVA flood-control system are about $11 million a year, affording a rate of return 
of about 5 percent on the investment in flood-control facilities. 

The major items of cost consist of a portion of the expense of operation of 
multipurpose reservoirs and depreciation of major structures. Neither of these 
requires a direct appropriation for flood-control purposes because fund require- 
ments for operation of multipurpose reservoirs are included in the multipurpose 
reservoir operations program (p. 58), and depreciation is an accounting transaction 
requiring no current outlay of funds. 

The total expense, including the two items mentioned above, of flood-control 
operations is estimated at $2,691,000 in 1957, compared to $2,545,000 in 1956 
and actual expenses of $2,585,885 in 1955. 
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This table shows detail of the total expense of flood-control operations; actual 
for 1955, and estimates for 1956 and 1957: 


1955 actual | 1956 estimate | 1957 estimate 


Direct expenses: 
System flood-control studies and investigations $93, 129 | $85, 000 $85, 000 
Local flood studies and cooperation with other agencies. -- 82, 414 | 90, 000 126, 000 
Total direct expenses . i 175, 543 175, 000 211, 000 
Distribution of administrative and general expenses ‘ 7, 535 | 10, 000 | 15, 000 


Total_-- ci . ace i aoa 183, O78 185, 000 226, 000 
Allocated from multipurpose reservoir operations - - - - - -- | 1, 168, 996 | 1, 121, 000 | , 226, 000 
Total expenses before depreciation ____--_- hasceael 1, 352, 074 1, 306, 000 | 1, 452, 000 
Depreciation on flood-control facilities 321, 335 325, 000 | 325, 000 
Depreciation allocated from multipurpose reservoir operations 912, 476 | 914, 000 914, 000 


Total expense of flood-control operations..----- 2, 585, 885 | 2, 545, 000 2, 691, 000 





The activities which require appropriated funds consist of (1) system flood- 
control studies and investigations, which include collection and analysis of flood 
data, studies to improve operations of the eixsting system, and studies of potential 
projects which could affect flood control on the Tennessee River system; and 
2) local flood studies and cooperation with other agencies, which provide technical 
advice and assistance to State and local governments to encourage their assump- 
tion of responsibility for solution of local urban and rural flood problems. The 
1957 estimate for these activities is $211,000, consisting of $85,000 for system flood- 
control studies and investigations and $126,000 for local flood studies and co- 
operation with other agencies. 

System flood-control studies and investigations 

The estimates for collection and analysis of data and studies of the existing sys- 
tem and potential projects total $85,000 in 1957, the same as in 1956, and are 
based on streamflow occurrences expected to be experienced in an average year. 
When extremely high streamflows or repeated moderately high streamflows occur, 
special investigations, studies, and reports must be made on the flows occurring, 
ind the relation between water levels actually experienced and those which would 
have occurred without regulation must be established. Information thus gained 

ot only is valuable to aid in determining guides for reservoir operations in future 
similar circumstances but also is necessary to provide facts to answer damage 
claims which may be asserted. If such high streamflows occur in either 1956 or 
1957, the direct flood-control expenses might exceed the estimates, but in such : 

vent the additional funds required would be provided by adjustments within the 
ital budget. 

The 1957 estimate of $85,000 for system flood-control studies and investigations 
is based on past years’ experience as to staff services required in a year of average 
streamflows. 

Local flood studies and cooperation with other agencies 
TVA has a continuing interest in local flood problems because their solution is 
mportant to the development of the valley. In the Tennessee Valley, as in 
ther parts of the Nation, little initiative has been taken by States and cities in 
assuming responsibility for local flood problems, partly because the Flood Control 
Act of 1936 and subsequent legislation assume for the Federal Government the 
ajor share of the financial responsibility for solutions to such problems. There 
is much that communities, counties, and States could and should do for themselves 
n these local flood situations. In many cases the construction of protective 
orks is within the financial capability of the communities involved. The 
assumption by the State and the local community of joint responsibility for the 
nstruction of flood protection works of a local nature would relieve the financial 
of the Federal Government and encourage construction of such works 
nly where they are sound and economically justified. Zoning by the State, 
inty, or municipal governments against certain types of construction in hazard- 


us areas is being given greater consideration and much wider application. 


Effectiveness of such zoning is increased where there is less chance to pass the 
responsibility for these problems to the Federal Government 


i 


77044—56 
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The results of the program started by TVA in 1954 to assist the States and local 
communities in their organization for flood protection are encouraging. Con- 
siderable interest in this program is being shown by the States of Tennessee, 
Kentucky, Alabama, Virginia, and North Carolina. TVA is working closely 
with State agencies responsible for urban and regional planning in those States. 
Past history of occurrence of floods of different magnitude, as well as information 
on the size of floods which may be expected, has been prepared for several com- 
munities having flood problems in Tennessee, Kentucky, North Carolina, and 
Alabama. Such information, including flood profiles and maps showing flood 
hazard areas, is being used by the Tennessee State Planning Commission to assist 
local planning commissions in writing zoning ordinances. As a result of this work, 
for example, Pulaski, Tenn., on recommendation of the Tennessee State Planning 
Commission, has adopted a zoning ordinance which will go far toward reducing 
damages from local floods in that city. Cleveland, Tenn., has requested assis- 
tance in determining the extent of the flood hazard as an aid in selecting a proper 
location for a new school building. At Lewisburg, Tenn., cooperative action by 
the city, Federal Housing Administration, and Veterans’ Administration in utiliz- 
ing flood data furnished by TVA prevented the opening of two subdivisions in 
areas subject to flooding. Without these data these proposed subdivisions might 
have been approved and financing might have been arranged for 20 or more 
houses that would have been flooded 4 to 5 feet bv a flood which occurred in 
March 1955. The Maggie community in western North Carolina, with a high 
potential as a tourist center, is using TVA flood data to guide its development. 

Communities in the valley are developing and expanding constantly. Some of 
them have already expanded unduly into flood plains and need flood reports as 
bases for studying the feasibility of protecting the improvements or redirecting 
future expansion. Most communities are not fully aware of their opportunities 
for reducing their local flood losses by considering the flood problems and guiding 
future developments into safe areas through zoning ordinances and subdivision 
regulations. Timely contacts and technical assistance can help verv much in 
this field. The end result will be less development in flood areas and therefore 
less demand on the Federal Government for flood-protection structures as remedial 
measures or for disaster relief if flooding occurs. 

There are more than 80 communities in the valley having local flood problems 
where this program could be of direct assistance. Reports have been completed 
for 10 of these communities and are expected to be completed for 8 more by the 
end of fiscal vear 1956. The 1957 estimate provides for completing 11 additional 
reports, leaving about 50 communities to be served in later years. 

The 1957 estimate of $126,000 for local flood studies and cooperation with other 
agencies provides for completing flood reports for 11 communities and for con- 
tacts with these and other communities to interpret the significance of the data 
furnished and to provide technical guidance in its application. 


LOCAL RESPONSIBILITY FOR FLOOD CONTROL 


Mr. Rasaut. I note that you say on page 48 that “little initiative 
has been taken by States and cities in assuming responsibility for 
flood control problems” and that there is much that they could and 
should do for themselves. Do I understand that your increased local 
flood studies are chiefly to guide these communities in their new 
building planning, or assist them in deciding to construct their own 
flood-control projects? 

Mr. Voce. That is almost entirely the purpose of these studies, 
Mr. Chairman. 

Mr. Rasaur. Apart from what I said, what else is involved? 
You say ‘‘almost entirely”’ 

Mr. Voceu. Well, the purpose ultimately is to indicate to these 
localities what they may best do in order to zone their localities, 
making proper use of marginal or flood lands so that future Federal 
expenditures may not be necessary in order to give those the full 
protection that would be needed if they were occupied by human 
habitation. 
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Mr. Evins. Will the gentleman yield for an observation? 

Mr. Rapavr. Yes. 

Mr. Evins. Has it become a local matter for States and counties 
and municipalities to assume responsibility for flood control? I 
always thought flood control was a national responsibility and this 
committee has been making immense appropriations for flood control 
throughout the Nation. I do not think the subject is one to be 
turned over completely to local communities. 

Mr. Vocet. There is a great deal I might say about this. That 
same subject, which you have brought up, has been the subject for a 
recent discussion by our Board not more than a few days ago and the 
Board is presently engaged with its staff in reviewing its policy. 
| am not prepared to say at this time what answer it will come up with, 
Mr. Evins. However, = view has been expressed that surely the 
people of the Tennessee Valley should not expect to receive less favor- 
able treatment than would be normally accorded to people of other 
regions as a result of national policy. We are examining the whole 
matter at this time. 

Mr. Evins. One further question, if may, Mr. Chairman. 

Mr. Ranaut. All right. 

Mr. Evins. When you were with the Corps of Engineers, General 
Vogel, rather than as Chairman of the TVA Board, at that time did 
you take the position that flood control was a matter for local com- 
munities or was such a problem considered by the Corps of Engineers 
as a pational responsibility? 

a Voce. Partly, Mr. Evins. The general policy in connection 
with a local project is, of course, to determine first of all if it is a 
ms tier of general flood control or does it relate to purely local drainage. 
If it is entirely local drainage that is a different thing. If the water is 
coming from a distant place, and cannot be controlled by the locality, 
the Federal Government assumes a responsibility, but in every case, 
so far as I know, local interests assume the responsibility for providing 
the necessary lands, easements, rights-of-way, and holding the U nited 
States free from damages. 

As you probably know, the reason that full flood protection has 
not been accomplished in the city of Chattanooga is that local interests 
have not met those conditions which were imposed some time ago. 

Mr. Evins. Generally speaking, flood-control protection on major 
streams is a national-problem matter, would you not agree General 
Vogel? 

Mr. VoGeE.. Yes. 

Mr. Cannon. May I interrupt off the record. 

(Discussion off the record.) 

Mr. Voceu. I think I have stated my personal attitude that I feel 
he Tennessee Valley should not receive any less help than is accorded 
to all other regions of the Nation under a national policy. It is all 
one country. 

Mr. Evins. I was very much interested in the question brought 
out in the justification that it is recommended and the Board recently 
had a discussion of this very problem of whether or not you propose 
to turn over to the local communities and counties the problem of 
flood-control protection or whether in this great valley it should be a 
major national problem. 
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Mr. Voce. It has on the major streams been handled exactly as a 
national problem, as you know. ‘The things we are discussing here 
primarily are the smaller isolated communities off the main river, on 
small tributaries which flow to the main river. There are a number of 
examples I could give you on that, but the purpose has been to give 
such encouragement as is possible and to point the way to what the 
potential dangers and hazards are; to indicate what steps the cities 
themselves may accomplish in order to make their plans in such a way 
that these hazards will not actually develop. 

Mr. Evins. That is all at this point, Mr. Chairman. 

Mr. Wacner. Mr. Chairman, there are in the Tennessee Valley, 
as in other areas, a great many small communities that have flooding 
problems. Many of them are flooding problems from small streams. 
In a great many cases, if you investigate the possibility of providing 
construction which would eliminate the flood damage, you find that 
it is not economically justified. Now, a major purpose of these local 
flood studies is to provide those cities with information as to how high 
floods might come, what areas might be flooded, to give them such 
records as we have available from the past which they may not be 
aware of, and the cities themselves can then size up the problem. 

As I have said, in most cases construction works by any agency are 
not economically justified, but if a city has an area within its limits 
which is subject to flood it can pass a zoning ordinance which would 
prevent the construction of high-value properties in that area, and 
so you avoid flood damage for the future. 

The city of Pulaski, for instance, on the basis of a study we made for 
them, has passed such an ordinance. The city of Cleveland, Tenn., 
used this information in locating a new public school. The city of 
Lewisburg had a proposed subdivision in which some 20 houses were 
going to be built; our information indicated that a flood that occurred 
in March 1955 would have flooded them. That is the general use 
which is made of most of these flood studies, and the increase which 
you mentioned, Mr. Chairman, is to provide for an acceleration of 
that program. 

FLOOD CRESTS AT CAIRO, ILL. 


Mr. Rasaur. I note yon you say regulation afforded by the 
Tennessee River system can reduce flood crests at Cairo, IIl., by 
from 2 to 4 feet. Last year you used these figures but for fiscal 1953 
it was from 2 to 3% feet. Has this half-foot increase in the effective- 
ness of your syste m been attributable to increased reservoir capacity 
and what was the date when the new effectiveness figure was estab- 
lished? 

Mr. Voceu. I think I better ask Mr. Blee to give you the figures 
upon which that was based. 

Mr. Buse. I am not familiar with the details of the change, but it 
comes from further study because we have not added storage capacity 
in this interval. We have been studying the floods in cooperation 
with the Corps of Engineers to arrive at these figures of the possible 
benefits and, of course, it varies with the type of flood. 

Mr. Rasaut. The recent figure is 2 to 4 feet. The previous figure 
was 2 to 3%. You have only studied it to arrive at a new figure; is 
that the answer? 

Mr. Bier. Yes, it is the result of further investigation and studies 
which are very complicated studies. 
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Mr. Wacner. Those studies, Mr. Rabaut, show ways in which the 
operation of the system can be improved to provide greater benefits. 
As we get more experience operating the system, we find how to 
operate it better 


POWER OPERATIONS 
Mr. Rasavur. Let us now take up power operations. We will 
insert in the record pages 52 to 56, inclusive. 
Information referred to follows: ) 


TENNESSEE VALLEY AUTHORITY 


ScHEDULE B-1. Power operations (for fiscal years ending June 80, 1955, 1956, and 
1957) 


1955 actual | 1956 estimate | 1957 estimate 








i 
perating revenues: | 
Sales of electri * energy: 
Municipalities and ne = lita nig le 58, 204, 157 $66, 900, 000 | 74, 930, 000 
Commercial and industrial_- os 3, , 417 27, 530, 000 32, 750, 000 
Federal agencies - -- - —_ 2, 962, SHS 123, 760, 000 | 21, 150, 000 
Electric utilities _ -- . 5, 070 140, 000 | 150, 000 





Total outside sales , 867,503 | 218,330,000 | : 8, 980, 000 
Rents and other revenues ‘4 44, 7: 655, 000 684, 000 


Total operating revenues, exclusive of interdivis- 
ional sales and rents _- naar iat x 5, 512, 23 218, 985, 000, 229, 664, 000 


ntal income from recovery of operating expenses 

terchange power delivered-- eed eens iemeed , 85 579, 000 1, 520, 000 
Sales promotion_....--...-.----- geal Dae 31, 397 131, 000 131, 000 
CC oe agen 214, 817 236, 000 235, 000 


Subtotal ‘ son aes — 357, 064 946, 000 1, 886, 000 
Interest from long-terr n receivables_..- HeeiadG tata eae 11, 050 


Total incidental income (note 1)-.-.------ aa 368, 14 946, 000 1, 886, 000 


Total income eS i es ‘185, 8R0, 345 219, 931, 000 | 231, 550, 000 


" Gene ration... ee ee ; a 76, 647, 602 102, 459, 000 
Purchased power... ii 5, 394, 947 397, 000 
Interchange power received ae 7, 857, 987 617, 000 





Total production ee plac uilibtn ei tindark Sita octet do 89, 900, 536 103, 473, 000 

Tr ansmission -- - - = _— 7, 836, 586 8, 094, 000 8, 091, 
Customers’ accounting and col aoe 143, 278 158, 000 167, 

Sales promotion. or - 658, 285 704, 000 717 
P ayments in| lie eu of t axes tdi irsiiiats Sek < eS oe 3, 878, 466 4, 152, 000 4, 786, 
General o] ng expens . lace ; 5, 049, 844 5, 364, 000 5, 597, 
Inte ) ‘un aa a i SileicadambneSleaiicllic ceca acai 398, 437 a. fj 
Other expense a a a - a 256, 079 135, 000 149. 
Total operating and interest expense sowsal Soe SG 122, 123, 000 130, 251, 

l 


I erdivisional sales and rents (note 2 = 2, 650, 758 2, 570, 000 2, 410, 


UeSS 1D 
Total direct expenses 05, 470, 119, 553, 000 127, 841, 
Distribution of administrative and general 
schedule B-5) - , 243, 149 1, 375, 000 1, 500, 
eb _ eihtel oe “i 713, 902 120, 928, 000 129, 341, 
urpose reservoir operations........ ; 1, 497, 000 1, 639, 000 


108, 274, 449 122, 425, 000 130, 989, 000 


28, 856, 359 37, 337, 000 41, 000, 000 


, 240, 000 1, 240, 000 


1. 002, 000) 73, 0. 000 
0, 000 
2m of accounts pres ribed by the Federal Power Commission, 
€ s reflect thes ase items as follows: 
me is de ducte d from the appre priate operating expense. 


nal sales pane § re ents are ir relt 1 le i ir 1 oper ating revenues. 
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PowrER OPERATIONS (SCHEDULE B-1) 


No inerease in generating capacity is scheduled for completion by TVA in 
fiscal year 1957. However, a small increase in system capacity will result from 
the installation of two units at the Old Hickory project of the Department of the 
Army on the Cumberland River, and the first unit at the Chilhowee project of 
the Aluminum Company of America. The total system nameplate capacity 
with these units will be 9,931,151 kilowatts. 

The total energy supplied to the system from these facilities is estimated to be 
61.8 billion kilowatt-hours in fiscal year 1957, about 1% times the energy supplied 
to the system in fiscal vear 1955, and about 4 billion kilowatt-hours above the 
estimated supply in fiscal vear 1956. The disposition of the energy is expected 
to be as follows: 

Billion 
kilowatt-hours 
Sales, including interdivisional 57. 28 
Interchange deliveries to other systems__. . 66 
Deliveries to ALCOA under Fontana agreement vs . 90 
Transmission losses . 98 


Total ; , aca Meg Be 


The net income from power operations after depreciation for fiscal year 1957 
is estimated to be $58,330,000, representing a return on the average net investment 
in the power program during fiscal vear 1957 of about 3% percent. The estimates 
assume average streamflow conditions for the remainder of the current fiscal vear 
and during all of fiseal vear 1957. Better than average streamflows could produce 
some increases in net income over the estimates. Under significantly subnormal 
streamflows, such as were experienced in fiseal years 1953 and 1954, the net 
income would be sharply reduced by increases in production expense. 


POWER REVENUES 


Sales of electric energy, exclusive of interdivisional deliveries, are expected 
to increase in fiscal year 1957 to about 56.6 billion kilowatt-hours, compared 
with the estimate of approximately 53.3 billion kilowatt-hours in 1956 and the 
actual of 41.4 billion kilowatt-hours in 1955. 

The forecast of energy requirements for fiscal year 1957 reflects the steadily 
increasing use of power in the homes, on the farms, and in the business and 
industrial establishments in the region. Power used by Federal agencies is 
expected to be 40 percent greater in fiscal year 1957 than in fiscal year 1955. 
The requirements of other users in fiscal year 1957 are estimated to be about 
one-third more than in fiscal year 1955. 

Revenues from the sale of electric energy, exclusive of interdivisional sales, are 
expected to increase from the fiscal vear 1955 actual of $184,867,503 to estimates 
of $218,330,000 in 1956 and $228,980,000 in 1957. The average price of power 
sold to Federal agencies will decrease as compared with 1955 and previous years 
since most of the requirements in fiscal year 1957 will be supplied at normal rates 
from TVA generating plants. 

POWER EXPENSES 


Assuming average streamflow conditions for fiscal year 1957 and the remainde1 
of 1956, total direct power operating expenses, including interest, are estimated 
at $127,841,000 in fiscal year 1957 and $119,553,000 in fiscal year 1956, compared 
with the actual of $105,470,753 in 1955. Most of the increase is in production 
expense as more energy is obtained from the new steam units in supplying the 
increased requirements. 

Variations in total production expense from year to year are detailed in the 
following breakdown of production expense totals. 





Actual, 1955 Estimated, 1956 Estimated, 1957 


| 
ae a ee ——————— 


Billion 
kilowatt- 
hours 


Billion 
kilowatt- 
hours 


| Billion 
kilowatt- 
hours 


| Thousands 
| of dollars 


| Thousands | 


Thousands 
! | of dollars | 
| 


of dollars 
|- bath tensrenlecdhcaal — 
jeneration: 
Hydroelectric ; | $8, 522 5. | $8, 548 | 16. 05 $9, 244 
Steam electric_...- | 28. 66, 039 . 93 92, 073 45. 77 99, 862 
Other generation expense 2, 087 ONDE: BA Silihechnaclntihin dad 1, 638 


a ——————E 





Total generation 2. 50 | 76, 648 57. 102, 459 61. 82 110, 744 
Purchased power --. 5 5, 395 1 397 
Interchange received . § 7, 858 | .18 | 617 





Total production ex- 
i pcincita aciait nightie alovies . 18 89, 901 57.95 | 103, 473 | 61. 82 110, 744 


Of the total system input, the steam plants are expected to provide about 74 
percent in fiscal year 1957, compared with the actual of 62 percent in 1955. 

The above estimates of production expense are based on the energy actually in 
storage in the summer of 1955 and the assumption of average stream flows there- 
after, with due consideration to the amounts of storage reserves which must be 
maintained to carry loads in subsequent periods. Great variations from the 
estimates for steam electric production and interchange transactions can result 
from changes in streamflow conditions or in power requirements. Variations 

in also result from changes in fuel costs, which account for about 80 percent of 
the direct steam generation costs shown above. 

The increase from year to year in transmission expense and other costs reflects 
the requirements for operating and maintaining the growing power system needed 
to supply the expanding loads in the TVA power service area. 

The estimates of payments in lieu of taxes are based on revenues from the sale 
of energy, exclusive of deliveries to Federal agencies, during the preceding fiscal 
vear, in accordance with provisions of section 13 of the TVA Act as amended. 
The estimated payments for fiscal years 1957 and 1956 are each approximately 
5 percent, as prescribed by law, of such revenues for the respective preceding 
vears. 

INCOME OVER EXPENSES 


Mr. Rasavut. On page 52 your record reflects that your 1955 
income from sales promotion was $131,397, which is very close to 
the estimate you made last year of $130,000. Last year your 1956 
estimate was $130,000, which is very close to what you now estimate 
it will be and the 1957 figure will be. Last year, however, you esti- 
mated 1956 sales promotion as an expense item would be $676,000 
and now you believe it will be $704,000. What accounts for this 
marked increase? 

Mr. Kampmerer. Mr. Rabaut, I think a major contributing factor 
has been change in salary levels and in price levels. This expense 
item includes largely labor and materials, as a lot of these items do, 
and some of those costs have gone up. The scope of the program is 
not appreciably different. There has been probably some refinement 
of estimates, but no major change in scope. 

Mr. Razavut. You were quite correct on the income figure and you 
think you are just about as correct on the expense figure; is that right? 

Mr. Kampmerer. We think it is a close estimate. 

Mr. Cannon. May I ask a question off the record there? 

(Discussion off the record.) 

Mr. Kampmerer. Among ethan things Mr. Cannon, you asked 
whether there were years in which there was a temporary decrease in 
total power revenues 

In fiscal 1946, the year which included the last few months of 
World War II and the period immediately following the war, there 
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was a drop in total operating revenues, from $39 million in 1945 to 
$35 million in 1946. However, by the next year, 1947, the revenues 
jumped to $44 million. That is indicative of the upward trend which 
was broken only temporarily and very briefly in a situation like that. 
In 1950 there was a drop of less than 1 percent, from the $58 million 
the preceding year to $57,800,000 in 1950, and then the next year the 
revenues jumped to $70 million, again indicating the rapid upward 
trend that is taking place. 

Mr. Evins. One further question at this point, Mr. Chairman. 

Mr. Rasavt. Yes. 

Mr. Evins. The general trend, as Mr. Cannon and others have 
indicated, is a net profit operation for each year. Would it not be 
expected that with the cutting down of expenses as these plants are 
completed, when you reduce expenses that the net profits would 
increase over the years forecast for the future? 

Mr. Kampmeter. Our projections, Mr. Evins, indicate continually 
increasing net income. 

Mr. Evins. A very profitable operation, is it not? Please answer 
the question. The power-operation feature is a very profitable 
operating feature of the TVA system; is it not? 

Mr. Kampmerer. Excuse me. I did not understand it as a ques- 
tion. We certainly do not intend our power operations to be primarily 
a profitmaking enterprise, but they are earning a net income well in 
excess of costs. 


Muttipurpose RESERVOIR OPERATIONS 


Mr. Ranaut. Let us now turn to multipurpose reservoir operations 


and insert into the record pages 57 to 66, inclusive. 
(Information referred to follows:) 
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TENNESSEE VALLEY AUTHORITY 


ScHEDULE B—-2.— Multipurpose reservoir operations (for fiscal years ending June 30, 
1955, 1956, and 1957) 





1955 actual | 1956 estimate | 1957 estimate 


$234, 000 


Income (incidental income) $314, 458 $270, 000 
Expenses: 

- Water-dispatching operations 558, 577 575, 000 , 000 

222, 674 244, 000 000 
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Estimated direct expenses for multipurpose reservoir operations are $4,013,000 
for 1957, compared to the 1956 estimate of $3,725,000. Income is estimated at 
$234,000 for 1957 and $270,000 for 1956. Of the total 1957 estimate of direct 
expenses, $1,753,000 will be financed from corporate funds and $2,260,000 from 
appropriated funds. 

During the past several years, activities in this program have been reviewed 
carefully and a number of significant economies have been made. These savings, 
however, have been obscured by the general rise in salaries and other costs. In 
1946, 16 multipurpose reservoirs were in operation. During 1956 and 1957, 19 
will be in operation. Costs of many of the activities in this program are closely 
related to the number of reservoirs. 

TVA’s multipurpose reservoir operating costs are carried in a single-program 
category, although for accounting purposes they are distributed to the three 
primary programs—navigation, flood control, and power. The costs are distrib- 
uted approximately 30 percent to navigation, 30 percent to flood control, and 40 
percent to power. The navigation and flood-control portions are financed from 
appropriated funds, and the power portion from corporate funds. 


WATER DISPATCHING OPERATIONS ($591,000) 


The Tennessee is the world’s largest controlled river system, It provides more 
than 14 million acre-feet of useful controlled storage, a 650-mile channel for 
0-foot-draft navigation, and has installed hydroelectric generating capacity of 
about 3 million kilowatts. The system consists of 31 major projects, including 
25 TV A-owned dams in the Tennessee Valley, 1 dam owned by TVA on a tributary 
of the Cumberland River, and 5 dams on the Little Tennessee River which are 
owned and operated by the Aluminum Company of America in accord with 
water-control instructions from TVA. All projects are operated according to 
instructions developed at TVA’s central water-control office at Knoxville, Tenn. 
Suboffices for collection and analysis of data are located at appropriate points in 
the Tennessee Valley. 

Efficient dispatching of water through the reservoir system to serve most effec- 

ively the major programs of navigation, flood control, and power, and at the 
ame time serve other important interests in a manner consistent with the needs 

if these three major programs, requires continuous knowledge of the amount of 
water stored in each reservoir, the amount flowing in streams, the rain falling, 
and that likely to fall in the next few days on each watershed. Close cooperation 

ith the United States Weather Bureau and the United States Geological Survey 
nsures full use of all data and services available from these agencies, thereby avoid- 
ing duplication. Because a large number of gages are needed to determine accu- 
rately rainfall amounts and intensities throughout the area, TV A maintains a net- 
work of 377 conventional type rain gages and in addition utilizes, wherever 
feasible, 151 gages operated by the Weather Bureau and other agencies. Under 
a joint agreement, the United States Geological Survey furnishes data to TVA 
from 80 stream-gaging stations throughout the valley. The Weather Bureau by 
agreement with TVA furnishes daily and longer period forecasts of rainfall, oper- 
ates an electronic flood-routing unit to aid in forecasting streamflows, and supplies 
TVA with forecasts of light intensities, humidities, temperatures, and other 
meteorological factors needed in system operation. Forty-one special-type gages 
(22 rain gages and 19 stream gages), developed and maintained by TVA, transmit 
stream heights and rainfall amounts from remote areas automatically by radio. 
All these data on rainfall, streamflow, and reservoir storage are assembled in a 
central office in Knoxville where the data are analyzed and plans are made for 
water-dispatehing operations both currently and on a long-time basis. Instrue- 
tions are transmitted through the power dispatching offices to the operators at 
each dam who operate the facilities that store or release water. A daily river 
bulletin, published cooperatively with the United States Weather Bureau, is dis- 
tributed to persons and firms concerned with stream and reservoir elevations. 
Data are exchanged regularly with the Corps of Engineers in scheduling Ten- 
nessee Valley reservoir system outflow to provide maximum benefit to the Ohio 
and Mississippi Rivers during both low-flow and flood-flow periods. Gate settings 
at dams, charged to this activity, are performed as part-time tasks of personne] 
regularly employed at the dams. 
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WATER-CONTROL INVESTIGATIONS ($271,000) 


This includes a variety of studies and investigations needed in connection with 
the operation of the multipurpose reservoir system. Owners of property ad- 
jacent to the reservoirs often claim that fluctuating water levels damage their 
farmlands or pollute their wells, and careful field engineering investigations must 
be made to determine the facts for use in possible litigation. Sediment in the 
reservoirs reduces storage capacity; field surveys are made on each reservoir at 
intervals of about 5 years to determine the storage lost. During 1957 field- 
sediment surveys will be made on several tributary reservoirs. In addition, 
office computations of sediment volumes will be made for reservoirs for which 
field surveys are being made in 1956. During periods of high streamflow, dis- 
charges over the spillways are compared with those predicted from model tests 
made before the dams were built for checking the propriety of design and indicat- 
ing possible corrective measures for any adverse effects. These activities also 
include studies to determine the effects of impoundages and water-control prac- 
tices on water quality and stream pollution and on fish and waterfowl. 


MALARIA CONTROL ($449,000) 


Control of malaria associated with TVA reservoirs requires repetitive control 
measures such as: plant-growth control by mechanical and chemical means; 
larvicidal spraying with DDT; field studies to detect the presence of malaria- 
carrying Mosquitoes; appraisal of control methods; and development of improved 
techniques. Permanent shoreline improvements and fluctuation of water levels 
make it possible to keep the level of repetitive operations much lower than would 
otherwise be necessary. Repetitive control measures are limited to six main- 
river reservoirs, where conditions are most conducive to the breeding of malaria 
mosquitoes. Control measures on other reservoirs are not scheduled but are done 
as the need may arise. Program plans for 1957 on the 6 reservoirs include plant- 
growth control by mechanical and chemical means on 957 acres, maintenance of 
137,650 linear feet of drainage ditches, application of larvicides by aircraft on 
24,900 acres, and operation and maintenance of 10 dewatering areas involving 
22,100 hours of pumping operations. 

Malaria-control measures developed and applied by TVA have reduced the in- 
cidence of the disease to the point of virtual disappearance along the Tennessee 
River. A survey made in 1934 indicated that 30 percent of the people in certain 
areas along the Tennessee River in north Alabama had malaria. Surveillance 
last year in cooperation with the United States Public Health Service and State 
health agencies disclosed that the few cases discovered were all of Korean origin. 
Not a single case could be traced to the existence of impoundages of water in the 
Tennessee River. Even though malaria has practically disappeared along the 
Tennessee River, control measures must be continued and carefully appraised to 
avoid a recurrence of the disease. 


PLANT PROTECTION AND SERVICES TO VISITORS ($1,040,000) 


Under normal peacetime conditions this category includes visitor reception 
services at TVA multipurpose dams and guard service to protect the properties 
from damage of fire, theft, vandalism, etc. In the fall of 1950, TVA developed 
in coordination with defense agencies and put into effect a more intensive plan of 
protection. That plan costs substantially less than the one used during World 
War II. On the basis of security information current in 1952 and 1953, TVA 
reduced the protection standard in those years below the 1950 level. Thus, the 
manpower now assigned to protection of operating properties has been reduced 
to about the equivalent of that which prevailed prior to Korea. This personnel 
is so assigned, however, as to make property protection its major function through 
enforcement of Federal and State laws and project regulations with important 
subsidiary duties of receiving, protecting, and informing visitors. The 1957 
estimate is based on continuation of present standards of protection, providing 
for the equivalent of 29.64 full-time posts at 17 dams (no posts are established 
at Chatuge or Nottely)—an average of 1.74 full-time posts per project. 


OPERATION AND UPKEEP OF DAM RESERVATIONS ($496,000) 


The 19 multipurpose dam reservations include 13,825 acres of land and 97 miles 
of gravel and hard-surface roads. A variety of operations is necessary for the 
upkeep of these roads and grounds. Roads, parking areas, and walkways are 
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maintained; the public-use areas around the dams are graded, planted, and mowed; 
signs and guardrails are painted and replaced as necessary; water supply, jani- 
torial, and other services must be provided as required. Of the total dam reserva- 
tion acreage, about one-half is in natural or forest cover; about one-fourth is 
maintained as meadow or pasture; and about one-fourth is maintained for inten- 
sive public use. 

The 1957 estimate for these activities is $496,000, which is $119,000 above the 
estimate for 1956. Because of reductions in estimates, maintenance work on 

oads and grounds in 1956 will be less than normal. Some of the work originally 
planned for 1956 was done in 1955 and some of it was deferred to 1957. As a 
consequence, the 1957 estimate is increased over that for 1956 to cover essential 
maintenance work and to avoid excessive deterioration of road surfaces and 
innecessarily higher costs in later vears, The 1957 estimate is substantially the 
same as actual expenditures in 1955. 


OPERATION OF RESERVOIR LANDS ($792,000) 


As of June 30, 1955, TVA owned about 289,000 acres of land around the margins 
of the multipurpose reservoirs and held easement rights on an additional 117,000 
eres above normal lake levels. These lands are used by a variety of individuals, 
agencies, and private groups for farming, grazing, parks, camps, boat docks, 
wildlife refuges, and other purposes. Continuous surveillance is necessary to 
assure that trespasses are controlled and that authorized uses do not conflict with 
primary purposes of the reservoirs and are consistent with full public use of 
» reservoirs. Engineering investigations, surveys, and maps are made to main- 
and preserve survey control markers; to install and maintain property bound- 
ary and maximum reservoir level markers; and to record changes in land owner- 
ship and physical developments on the land which are related to TVA’s program 
responsibilities. The lands held by TVA are reviewed periodically in the light of 
hanging program requirements; lands no longer necessary for program purposes 
sold. Costs of delineating, surveving, mapping, selling, and related legal 
rk incident to the disposal of surplus lands are included in this category. 
he licensing of reservoir lands for agricultural purposes involves the public 
ering of available lands, establishment of minimum rental rates, review of 
pplications, approval of rental rates, issuance of licenses, collection of rentals, 
and enforcement of license provisions. Approximately 1.500 licenses will be 
ssued in 1957 for the use of about 35,000 acres for such purposes. Reservoir 
land operation includes provision of forest-fire protection and marketing of timber 
1 other forest products through sales of stumpage. Approximately 10,500 
cords of pulpwood and 3,500,000 board feet of timber are projected for sale in 
1957 with a total estimated sales price of $91,000. 
The 1957 estimate of income expected to be realized from operation of reservoir 
ds is $208,000. The corresponding 1956 estimate is $235,000. The decrease 
‘esults from reduced income from land rentals and other fees, reflecting progress 
le in the disposal of surplus land. Estimates of income from sales of reservoir 
ind are $326,000 in 1957 and $407,000 in 1956. This income is treated as a 
reduction in the investment in the reservoirs, and hence is not reflected in the 
estimates for the operation of reservoir lands. 


SYSTEM IMPROVEMENT STUDIES ($34,000) 


Continuing studies are necessary to improve the water control system in the 
Tennessee Valley by altering existing projects and by adding new projects. 
These activities include brief studies of existing projects to see how they might 
be improved in the light of operating experience to date; reconnaissance type 

estigations including geologic investigations of the undeveloped portions of 

Jutary streams to locate dam sites worthy of more intensive study in developing 

valley's water resources; Maintenance of a current inventory of information 
indeveloped dam sites including approximate data on type of development, 
dation conditions, cost of development, and probable benefits; compilation 
APY plication of data for determination of the fundamental hydraulie features 
iich the planning, design, construction, and operation of the dams are based: 

l pre poration and analysis of reports on special design features which will serve 
references and aids for future design work. The 1957 estimate for this work 
$34,000, compared to $25,090 for 1956. The increase is necessary to permit 

ding with important studies which have been unduly delayed because of 

ctions made in the 1956 estimate. 
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OTHER OPERATIONS ($23,000) 


This category covers minor operating activities. The principal continuing 
activities are cleaning reflectors and replacing light bulbs along roadways at the 
19 multipurpose projects and the determination of service lives of structures and 
equipment in order to fix proper depreciation rates. 

MAINTENANCE ($317,000) 

Maintenance activities consist mainly of painting spillway gates; maintaining 
spillway gate operating devices and other equipment items and structures at the 
multipurpose dams; and maintaining fills on relocated highways and railroads 
affected by adjacent water. Maintenance of certain earth fills is required under 
the terms of contracts entered into with the owners of the highways and railroads 
when TVA dams were built. Maintenance costs vary from project to project 


and from year to year. The estimate for 1957 of $317,000 is $18,000 less than 
that for 1956. 


ECONOMIES 


Mr. Rasaut. The chart on page 58 suggests you are operating the 
reservoirs more efficiently now than you did in 1947. You mentioned 
“sionificant economies’’—that is a quote—as being responsible. How 
about spelling it out for the committee? 

Mr. Vogeu. I think, again, Mr. Blee can give you the details. 
However, I would like to say that in general the reason for that is a 
growth of experience. ‘The proper operation or the most efficient 
operation of any multipurpose reservoir is largely dependent upon the 
skill which results from a good many years of applying the principles 
so that all of the purposes can be served to their fullest. 

Mr. Blee may be able to connect a bit more of that for you. 

Mr. Wacner. I think General Vogel has given you the basic reason. 
As you gain experience you increase your efficiency. For instance, 
malaria control operations are a rather expensive item in our reservoir 
operating program. As we have gained experience we have found 
new methods for controlling malarial mosquitos. We have improved 
the shoreline in some of the most troublesome areas so that the costs 
which we had previously had for dusting and for clearing weeds from 
the shorelines have been eliminated or greatly reduced. 

In connection with the gathering of hydraulic and hydrologic data, 
we have been able to reduce the number of stream gages in some cases. 
We have found that some operations in this field which appeared 
initially to be necessary now could be dropped. 


MALARIA CONTROL 


To return to malaria control a moment, we conducted regular 
malaria control operations on some of our reservoirs in the early days, 
which as malaria receded in the valley we found did not require 
regular treatment. 

The public safety service costs are included here and we have 
constantly worked on that item of expenditure, devised ways in 
which we could handle the program with fewer public safety officers. 
At some of the projects which have fewer visitors, the number of 
public safety officers who serve has been reduced. 

Those are examples, Mr. Chairman. I could give you more details 
if you wish. 

Mr. Rasaut. Off the record. 

(Discussion off the record.) 
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Mr. Evins. The funds in this budget for malaria control have 
been greatly reduced, have they not, based on past expenditures for 
this purpose? 

Mr. Voce. Yes; on page 62, Mr. Evins. 

Mr. Evins. What is the situation? 

Mr. Vocet. There is $449,000. 

Mr. Waaner. That is right. That program costs $449,000, or is 
estimated to cost that in 1957. It is a program which at its peak 
was costing in the neighborhood of a million dollars a year. There 
are some areas, Mr. Evins, that still require treatment. If mosquito 
production reaches certain levels, we have to dust those areas to kill 
mosquito larvae. Also, some areas have to be dusted with herbicides. 
Control measures of that kind are still required. This budget covers 
those costs. 

Mr. Voge. We are down to practically zero cases of malaria. 
This amounts to now holding our own and keeping it out of the area. 


OTHER OPERATING ACTIVITIES 


Mr. Ranaut. Your reasons for your classification “Other opera- 
tions” is not entirely clear. Why is cleaning reflectors and replacing 
light bulbs not a maintenance operation? It is on page 66. 

Mr. Waaner. I am not sure I understand your question, Mr. 
Chairman, but these are activities, all of them required for the oper- 
ation of the multiple-purpose dams and resérvoirs. 

Mr. Rasavt. Is that not maintenance? 

Mr. Waaner. I suppose you might call it maintenance. 

Mr. Rasavt. Are they looking for extraordinary captions or what? 

Mr. Voce. I think the answer is it does not come under any 
particular specific structure; that these are scattered along the 
roadways and are not picked up under dams or powerhouses or 
anything else. 

Mr. Rasavut. At least you know we notice what is going on. 

Mr. Waaener. Our accountant tells us that is an accounting 
requirement. 

Mr. Raspavut. What we have got in the Government is paper, that 
is certain. 


FERTILIZER AND Munitions DEVELOPMENT 


Let us turn to the title “Fertilizer and munitions development,” 
and insert into the record pages 67 through 85, inclusive, of the 
justifications. 

(Information referred to follows:) 
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TENNESSEE VALLEY AUTHORITY 


ScHEDULE B-3.—Fertilizer and munitions development (for fiscal years ending 
June 30, 1955, 1956, and 1957) 





| 1955 actual | 1956 estimate | 1957 estimate 





Income: 
Sales of fertilizer: 
Federal agencies - - - sea $514, 941 $1, 565, 000 $1, 565, 000 
Cooperatives and other distributors.- eters 19, 490, 769 19, 758, 000 18, 249, 000 





Total sales of fertilizer _ 20,005,710 | 21, 323, 000 19, 814, 000 
Sales of byproducts and recovery of other production and ih, 
distribution expense 274, 676 | 425, 000 








Total income from fertilizer production and distribution | 20, 280,386 | 21, 748, 000 20, 239, 000 
| 
| 


Income from partial payment plan-........--..-.---.----- 173, 041 | 233, 000 402, 000 
Other ineome-.----- ee =< biadeaceccsnbe cs 5, 413 | 10, 000 5,000 


Total income ; ie 20, 458, 840 21, ‘991, 000 20, 646, 000 


Expenses: | 
Research on products and processes (appropriated funds) , 289, 096 4 238, 000 








Basic agronomic research (appropriated funds) --__----- 245, 520 | 303, 000 u 351, 000 
Production and distribution (corporate funds): | 
Cost of products including depreciation_____--- ‘ ), 334, 448 17, 113, 000 | 15, 920, 000 


Other expenses... .....-.....- ee, Sees , 797, 788 679, 000 | 707, 000 


ae oie i} aa aan 


Gross cost of production and distribution - -- , 132, 236 | 7, 792, 000 | 16, 627, 000 

Less products transferred: 
Transferred to farm test-demonstrations below-- | 517, 525 511, 000 823, 000 
Transferred to other TVA programs.- --- 33, 786 31,000 | 50, 000 
Less depreciation included above. - eédatacbes ; , 901, 941 939, 000 939, 000 


° ; 
Total direct cost of production and distribution_-- 5, 678, 984 16, 311, 000 | 14, 815, 000 


Farm test-demonstrations: | ae | 
Planning and supervision (appropriated funds) - 390, 384 | 382, 000 | 436, 000 
Fertilizer used 

Appropriated funds pe ide 7 344, 484 278, 000 | 421, 000 
Corporate funds s 3,041 | 233, 000 402, 000 
‘Total farm test-demonstrations- - - - 7, 909 893, 000 


aie 


Total direct expense: ; 
Appropriated funds 3 2, 269, 484 2, 201, 000 | 2, 446, 000 
Corporate funds 15, 852, 025 16, 544, 000 | 15, 217, 000 


Total : 18,121,509 | 18, 745, 000 17, 663, 000 
Distribution of administrative and general expenses 


(schedule B-5) ae 379, 253 | 410, 000 | 440, 000 


- - | 
Total expenses before depreciation - - 18, 500, 762 | 19, 155,000 18, 103, 000 
Depreciation on chemical facilities ieee 1, 950, 398 | 987, 000 | 987, 000 
| 
| 
h 


Total expenses ‘ ; 20,451,160 | 20, 142, 000 19, 090, 000 


Net income from fertilizer and munitions development 7, 680 | 1, 849, 000 1, 556, 000 
| 


FERTILIZER AND MUNITIONS DEVELOPMENT (SCHEDULE B-3) 


The principal peacetime objectives of the TVA fertilizer program are to develop 
new and improved fertilizers and processes for their manufacture in order to lower 
their cost to the farmer and to test and demonstrate the value and best methods 
of fertilizer use. These objectives pertain to the Nation at large, but the activities 
are intensified in the Tennessee Valley and integrated with other regional develop- 
ment activities. The program includes fertilizer process research, testing of 
products under controlled conditions, experimental demonstration-scale produc- 
tion and distribution for improved fertilization practices, and farm test-demon- 
strations. 

The TVA chemical research and production facilities are an important segment 
of the national defense program. During World War II, TVA supplied more 
than 60 percent of the elemental phosphorus used by our Armed Forces. It 
delivered for munitions production 30,000 tons of anhydrous ammonia, 10,000 
tons of ammonium nitrate liquor, and 64,000 tons of ammonium nitrate crystal. 
For almost a year during the Korean hostilities TVA supplied the entire elemental 
phosphorus requirements of the Department of Defense. 
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TVA engineers and technicians aided the United States Army Chemical Corps 
in developing and constructing a plant at Muscle Shoals, Ala., for production of 
intermediate products used in the manufacture of nerve gas. At present TVA 
is applying its knowledge and experience in operating the plant for the Chemical 
Corps on a reimbursable basis. Phosphorus from TVA’s chemical facilities 
is used in this plant. TVA has also conducted research at the request of AEC 
on the recovery of byproduct uranium from leached zone phosphate from Florida. 

Cooperative relationships in fertilizer research are maintained with the United 
States Department of Agriculture. Regular meetings of TVA and USDA staff 
members are held to correlate the fertilizer research of the two agencies. Between 
meetings contact is maintained through correspondence and conferences. At 
present, & cooperative project is under way on the development of methods for 
producing high-analysis granular fertilizers. USDA is doing the laboratory work 
and TVA is conducting the pilot-plant research. 

TVA’s chemical research, production, and distribution operations are carried 
on as parts of a single overall program with the dual purpose of developing and 
using new and improved fertilizers and of providing materials and services essential 
to the national defense. 

Appropriated fund expense in 1957 is estimated at $2,446,000. This covers 

the cost of research on products and processes, basic agronomic research, and the 
net cost of farm test-demonstrations. Corporate fund expense—primarily the 
cost of manufacturing and distributing fertilizer—is estimated at $1 5,217,000. 
neome, almost entirely from the sale of fertilizer, is estimated at $20,646,000. 
\fter provision for depreciation, $987,000; and distribution of administrative and 
general expenses, $440,000; total program expense is $19,090,000; and net income 
is $1,556,000. 


RESEARCH ON FERTILIZER PRODUCTS AND PROCESSES ($1,238,000) 


‘he TVA research and development facilities and staff are used in an integrated 
program of fertilizer and munitions development. To a very large extent the 
staff and facilities are used interchangeably on the two parts of the program. 
The value of this fertilizer-munitions integration for national defense, as provided 

e TVA Act, was demonstrated in World War II and during the Korean conflict 
and is being used advantageously today. 

New or improved fertilizer technology developed by TVA must be applied by 
priy ate fertilizer producers if farmers are to benefit. Information on the results 

TVA fertilizer studies is made available to industry through publications, cor- 
r responde nee, and visits by industry representatives to the TVA chemical plant. 
Through a joint technical committee TVA and the National Fertilizer Associa- 
tion have maintained regular contact for exchange of information on fertilizer 
process research, production, distribution, and use and for discussions of mutual 
problems. This cooperation has provided a means of keeping the fertilizer indus- 
try informed of TVA technological developments through periodic bulletins and 
through demonstrations. Over 300 people, representing 160 fertilizer manufac- 
turers, distributors, and equipment manufacturers in 33 States, the District of 
Columbia, Puerto Rico, and Mexico, attended a demonstration of a process for 
continuous ammoniation of superphosphate and fertilizer mixtures at the TVA 
‘+hemical plant in September 1953. In March 1955 in a demonstration of a new 
rocess developed by TVA in cooperation with AEC, 18 representatives of the 

emical industry observed pilot-plant production of fertilizer from Florida leached 
one phosphate ore. 

American industry is receiving many benefits from TVA chemical research. 
By August 1955, 70 licenses, granting free use of TV A inventions, had been issued 
to commercial concerns. Of far greater value to industry is the availability to all 
of research findings, design data, and operating information. 

Small-scale research 

Small-scale research includes (1) observation, collection, and organization of 
facts to provide a foundation for subsequent research; (2) exploratory tests of 
proposed processes and techniques to determine whether the proposals warrant 
further research; and (3) applied research to devise new or improved products, 
processes, or techniques. 

Long-term studies of th fundamental properties of calcium phosphates and 
ssociated compounds which have been in progress for several years will be con- 
tinued during 1957. Calcium phosphates are the compounds generally used in 
producing commercial fertilizers. Studies of them yield valuable background 


77044—-56 14 
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information which is published for permanent reference, from which ideas for 
new and improved processes are originated and evaluated in TVA’s program of 
fertilizer research and development. The usefulness to industry of research on 
phosphate compounds extends to other fields beyond fertilizer and munitions 
development in which the chemistry of phosphorus is important, such as insecti- 
cides, detergents, and biochemical materials. 

Much remains to be learned about the chemistry of phosphate in soil systems. 
Only a small part of the phosphate applied as fertilizer reaches the plant during 
the first growing season. A part is fixed by the soil in forms that are used by 
plants in later seasons, but most of the phosphate apparently is so fixed that 
plant use is resisted over periods of many years. TVA chemical research on 
phosphate fixation has attracted wide interest among soil scientists. Several 
laboratory studies now in progress will be continued in 1957 with the expectation 
that basic information obtained will facilitate the development of more effective 
fertilizers. Research on the recovery of byproduct fluorine from phosphate 
processing will be continued. 

A limited amount of exploratory research on combination fertilizers will be 
continued. The possibility of producing a conventional “ammoniated super- 
phosphate-muriate of potash’ type of complete fertilizer by a more efficient 
continuous process, starting with phosphate rock, will also be investigated. 
Other exploratory research will concern new approaches to the production of 
liquid fertilizers, with particular reference to the suspensions of insoluble materials 
and problems of corrosion. 


Process development 


Process development consists of (1) technical and economic evaluation of small- 
scale research results; (2) development of the unit operations necessary to define 
a process and obtain data for a pilot plant; (3) design, construction, and operation 
of pilot plants; (4) improvement of design features and operating procedures of 
demonstration-seale plants; and (5) engineering and economic studies directed 
toward adoption of processes by private industry. 

Work will be continued on the development of a process for utilizing calcium 
metaphosphate in the production of complete high-analysis fertilizers. Calcium 
metaphosphate contains about 62 percent plant nutrient and is an excellent ferti- 
lizer. However, methods have not been developed for combining calcium meta- 
phosphate with ammonia for the production of mixed fertilizer or for producing in 
granular form mixtures containing calcium metaphosphate. The material is not 
soluble in water, which limits its applicability. Research work in progress is 
directed toward overcoming those disadvantages. 

There is a great need for a potash fertilizer in a slowly soluble form for use in 
humid regions in order that the potash in one application of fertilizer may be 
available to growing plants over a long period. Work is underway for develop- 
ment of a process for production of a high-analysis potash-phosphate fertilizer that 
will be slowly soluble in water. Several promising compositions have been pre- 
pared in small-scale tests. A pilot plant will be constructed in the latter part of 
fiscal year 1956 and will be operated in 1957 to develop the process. 

Studies carried out in a small pilot plant have shown that a fertilizer of very 
high plant nutrient content can be produced from the reaction of phosphorus, 
air, ammonia, and water. The product contains 90 percent plant food—17 per- 
cent nitrogen and 73 percent phosphate. A part of the nitrogen is in a form that 
dissolves slowlv in water. This property will be particularly advantageous in 
areas of high precipitation where soluble plant food is leached from the soil early 
in the growing season. With a slowly soluble fertilizer it might not be necessary 
to apply fertilizer more than once during the year. Because of the high concen- 
tration of this product, handling and shipping costs would be less per unit of plant 
food than for most fertilizers. During 1957 a pilot plant will be operated for 
production of this material to develop the process further. 

Other process-development work planned for fiscal year 1957 includes coopera- 
tive research with the United States Department of Agriculture on high-analysis 
fertilizers of improved physical properties. The National Fertilizer Association 
has been very much interested in this project, and several suggestions made by 
the association’s technical committee have been incorporated in the study. 
Work will continue on a simple process of making an ammonium phosphate- 
nitrate fertilizer. 

Emphasis will be given to studies of the recovery of waste nitrogen from nitric 
acid plant tail gases. 
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BASIC AGRONOMIC RESEARCH ($351,000) 


One of the primary goals in TVA fertilizer research is to increase the concentra- 
tion of nutrients in fertilizers and thereby to lower the unit. cost of essential 
plant nutrients to the farmer through reduced handling and shipping costs. 
Pursuit of this objective by TVA chemists and chemical engineers has resulted in 
development, through laboratory and pilot-plant stages, of a variety of potentially 
useful fertilizer materials such as calcium metaphosphate, nitric phosphates, 
diammonium phosphate, and high-alumina phosphate. Before undertaking 
demonstration-seale operations or education phases of the fertilizer program, such 
new materials must be tested on different soils to determine their availability for 
different crops. ‘TV A’s program of basie agronomic research is national in scope 
and is eonducted in cooperation with State experiment stations in areas repre- 
sentative of the country’s major soil types. 

Recognition of the need for placing increased emphasis on the basic aspects of 
fertilizer evaluation has led to establishment of agronomic-research facilities at 
Wilson Dam, where the chemical engineering research and development work is 
conducted. This presents a unique opportunity for agronomists to collaborate 
with personnel in fertilizer research and development. Such cooperative effort, 
involving the use of common research facilities, stimulates progress not only in 
fertilizer evaluation but also in production of new fertilizers. Research on the 
interrelations of fertilizers, soils, and crops provides information essential to 
directing the course of chemical development. 

The behavior of various materials is assessed through studies conducted under 
controlled laboratory conditions. Here the objective is to determine the manner 
in which different materials undergo reaction with the soil, and to study the 
variable soil and environmental factors which influence soil-fertilizer reactions. 
Such an approach, coupled with field-plot investigations, has as its ultimate goal 
the determination of sound bases for predicting fertilizer behavior and fertilizer-use 
practices which will give best crop response under a wide variety of soil conditions. 

The search for new types of fertilizer materials frequently results in the produc- 
tion of compounds and formulations which are quite unlike such well-known ma- 
terials as superphosphate, muriate of potash, or ammonium nitrate. As a result, 
accepted practices relating to use of conventional materials may not be applicable. 
This has been demonstrated in TVA evaluation studies. Research has indicated, 
for example, that method of placement in the soil, time or frequency of applica- 
tion, particle size, or combinations of these and other factors which result in most 
efficient use of superphosphate may not be most effective for a material possessing 
different chemical properties. 

Under different soil conditions, optimum rates of fertilizer applications vary 
for a particular nutrient or combination of nutrients employed. Determination 
of optimum fertilizer usage centers around well-conducted field experiments as 
well as the economic interpretation of agronomic research. Comprehensive ex- 
periments involving several rates of application and various nutrient combina- 
tions are needed to provide a sound basis for economic interpretation. A number 
of such studies now under way should pave the way for improving methods of 
making fertilizer recommendations to farmers. 

The 1957 estimate for basic agronomic research is $351,000. This estimate in- 
cludes funds for operation of the fertilizer-soils research laboratories at Wilson 
Dam, to be completed in 1956. In these laboratories, research is conducted on 
soil-fertilizer reactions of new materials under study by TVA chemists and chemi- 
cal engineers. The laboratory facilities are used also as a means of initially eval- 
uating and screening the different types of chemical compounds produced at 
Wilson Dam which offer promise as fertilizer materials. 

Besides direct TVA activities, this estimate covers contractual work with 15 
State agricultural experiment stations. The experiment stations engage in funda- 
mental research on problems related to the most efficient use of fertilizer materials 
on specific plants and in specific soils. Research work will be performed in 
cooperation with agronomists and economists at lowa State College, Michigan 
State University, Virginia Polytechnic Institute, and North Carolina State 
College under contract to relate the agronomic and economic problems of fer- 
tilizer use in order to find answers to questions relating to the optimum use of 
fertilizers. 


Fertilizer production and distribution ($14,815,000) 


TVA builds and operates demonstration-scale manufacturing units (1) to 
demonstrate the technical and commercial feasibility of new or improved fer- 
tilizer processes and to encourage their adoption by industry; (2) to supply fer- 





tilizers for test demonstrations on practical farms; (3) to produce new fertilizers 
in quantities sufficient for widespread educational introduction to farmers; (4) to 
produce fertilizers needed to aid im improving the efficiency of fertilizer use; and 
(5) to supply munitions material or render other services for national defense. 

Estimated direct obligations for fertilizer production and distribution are 
$14,815,000 for 1957, compared to the 1956 estimate of $16,311,000. Income is 
estimated at $20,239,000 for 1957 and $21,748,000 for 1956. 

Fertilizer produced by TVA is used in farm test demonstrations, discussed on 
page 82, or is distributed through an educational sales program for selected uses. 
TVA fertilizer used in the educational sales program is sold through some 75 
wholesale distributors, both industry and cooperative. The distributors agree 
to limit sales to the special uses developed in the respective States in cooperation 
with the land-grant colleges. 

The objectives of this educational sales program are to obtain farmer acceptance 
of improved fertilizer practices, to aid in lowering the cost of plant nutrients to 
farmers, and to increase the farmer’s knowledge of the more efficient new uses 
which will increase the demand for fertilizers. In each State the new and im- 
proved uses are selected by representatives of the land-grant colleges, the USDA, 
and the TVA distributors subject to final review and approval by TVA. In 
some States the program includes use of TVA fertilizer materials in the manu- 
facture of more economical high-analysis mixed fertilizers aimed at reducing 
the cost of plant nutrients to farmers. The TVA fertilizers are made available 
in sufficient quantity to demonstrate the recommended fertilization practices 
or systems. Selected-use programs have been established in 35 States. Through 
reports submitted by the distributors and staff contacts with the distri- 
butors, TVA obtains information on distribution costs, the results of educational 
activities, farmer acceptance of new products, and farmer preferences as to kinds 
or conditions of materials. This information is of value to TVA in evaluating 
its fertilizer research and development work and in planning future program 
objectives. It helps distributors to develop fertilizer markets for new fertilizer 
products. 

TVA production of fertilizer amounts to only 2 percent of the fertilizer tonnage 
used in this country and about 3 percent of the plant-nutrient content. This 
small amount of fertilizer is so widely distributed that it is not important as a 
general source of supply. Its significance lies in its use in educational programs 
and in the effect of those programs on fertilization practices and fertilizer demand. 

“he 1957 estimates of distribution, costs, and prices of the four fertilizers to 
be produced on a demonstration scale are summarized on the following page. 
Costs are for material in bags and include provision for depreciation. Prices are 
the rates per ton of bagged material, f. o. b. plant, to wholesale cooperative and 
industrial distributors. 

This table shows the 1957 estimates of distribution—by tons of material, unit 
costs, and prices—of the four fertilizers to be produced in demonstration-scale 
plants. 


Concentrated| Calcium Ammonium |Diammonium 
super- meta- nitrate | phosphate 
phosphate phosphate fertilizer | fertilizer 





Plant food content (percent) sail | 48 | 61 33.5 74 
Distribution, total tons : fa 20, 000 | 80, 000 180, 000 | 20, 000 
Sales to Federal agencies. ___- : eee 100 1, 000 | 


Sales to distributors _- - 19, 850 70, 150 173, 790 | 16, 820 


Sales to test-demonstration farmers !_- _- 5 500 OE da cdiicmmee 
Used in farm test-demonstrations 7 8, 892 
Used in other TVA programs ? 458 


| 3, 000 
Price to wholesale distributors, per ton mate- | 
| 


180 
rial Sa ‘ $50. 59 $63.01 | $61. 52 $110. 49 
Cost of production, per ton material : $52. 32 $68. 93 $32. 00 $86. 00 
Cost of production, per ton plant food : $109. 00 $113. 00 $95. 52 | $116. 21 
1 Test-demonstration farmers may purchase limited amounts of TVA fertilizers at full wholesale prices. 
to supplement that received under the partial payment plan. 
2 Agricultural resource development, tributary watershed development, etc. 
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The fertilizer estimates above reflect plans to sell part of the chemical plant 
output in the form of intermediate products. Phosphorus will be sold to other 
Federal agencies for defense use. Nitric acid will be sold to Associated Coopera- 
tives, Inc., Sheffield, Ala., to be used in producing nitric-phosphate fertilizer by a 
process developed by TVA. TVA has agreed to supply this intermediate material 
on a temporary basis until such time as Associated Cooperatives, Inc., can estab- 
lish an independent source of supply. Associated Cooperatives, Inc., will supply 
TVA with technical and economic information on plant-scale operation of the 
nitric-phosphate process and will permit TVA to disseminate this information 
in the same manner as for its own facilities and processes. 

Concentrated superphosphate 

When TVA began the production of concentrated superphosphate in 1935 there 
were only five small producers in the Nation. TVA’s experimental production 
and demonstration of this material helped to create a demand which has resulted 
in steady industry expansion. Now there are 15 plants producing concentrated 
superphosphate, which is an important source of plant nutrient. Its use has 
aided greatly in increasing the average analysis of fertilizers and consequently is 
lowering the cost of fertilizer to farmers in many areas. 

TVA production of concentrated superphosphate has been reduced as program 
objectives have been attained. Practically all of the 20,000 tons to be distributed 
in 1957 will be used in the educational sales program. 

Calctum metaphosphat 

Calcium metaphosphate, a product developed by TVA, is the most concen- 
trated phosphate fertilizer on the market and because of its concentration can be 
bagged, shipped, and handled at a lower cost per ton of P,O; than any other 
phosphate fertilizer. It is particularly suitable for use in the rapidly growing 
middle western fertilizer market area. 

An improved furnace used in the manufacture of this material is functioning 
well, and the many improvements that are being inaugurated should make the 
process more attractive toindustry. As was noted on page 72, a study of methods 
for using calcium metaphosphate in high-analysis mixtures is under way. 

From an agronomic standpoint, calcium metaphosphate is effective on acid 
and neutral soils. More data are needed on its suitability for use with a variety 
of crops and for its effectiveness on alkaline soils. This material will continue to 
be used in agronomic tests, farm test demonstrations, and the educational sales 
program. These programs will require 80,000 tons of material in 1957. 

Ammonium nitrate fertilizer 

During World War II, TVA produced ammonium nitrate liquor and crystals 
for munitions uses. When militery demands for this product had been satisfied, 
TVA began to produce ammonium nitrate fertilizer and to conduct research and 
demonstration in cooperation with the USDA and industry to promote its use. 
At that time the use of ammonium nitrate as a fertilizer was almost unknown to 
United States farmers and there were only three producers. Ammonium nitrate 
is now the most important and most economical solid nitrogen fertilizer material 
available. 

TVA produces ammonium nitrate fertilizer in a demonstration-scale unit using 
a continuous vacuum crystallization process. This safer and more economical 
process is the result of research and development work by TVA. 

The estimated 1957 production of 180,000 tons is about 5 percent below the 
1955 level. Most of the material will be distributed through the educational sales 
program for selected use. Some intermediate ammonia is now being used in the 
production of diammonium phosphate. As additional new processes or process 
improvements for making fertilizers requiring nitrogen are developed by TVA, 
intermediate materials now used in the manufacture of ammonium nitrate will 
be diverted to the new processes. 


Diammonium phosphate 


In 1957 it is contemplated that about 20,000 tons of diammonium phosphate 
| be produced by a TV A-developed process. This compares with a potential 
cet f At 


present only very limited quantities of diammonium phosphate are marketed in 


+} 


his country for fertilizer use. 

Diammonium phosphate is a highly concentrated nitrogen-phosphate fertilizer, 
homogeneous and readily soluble in water. It contains 21 percent nitrogen and 
53 percent P,Os. A ton of it contains almost as much plant nutrient as 3 tons of 
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a mixed fertilizer of the average analysis now used by farmers. Operation of the 
TVA unit, using some intermediate materials and equipment previously used in 
making other products, will contribute to reducing fertilizer cost to the farmer. 
It will provide materials for demonstrating this high-analysis material with its 
inherent economies in freight and handling costs. 

Diammonium phosphate appears particularly suited for distribution in areas 
where a fertilizer of high water solubility is important and where potash as a fer- 
tilizer component is not required. Great expansion of facilities for making the 
raw materials for diammonium phosphate has taken place in recent years. This 
factor, with favorable production costs, should encourage industry to undertake 
production of the fertilizer in quantity following a successful introduction pro- 
gram. The TVA process provides a timely solution to the problem confronting 
many industry firms producing byproduct ammonium sulfate on which the eco- 
nomic return is declining. They can readily convert their facilities to make this 
highly concentrated combination fertilizer. 


FARM TEST DEMONSTRATIONS ($1,259,000) 


This table shows appropriated fund requirements for farm test demonstrations 
for fiscal years 1956 and 1957: 


1956 1957 


-| | _——_—_ 


Fertilizer. sal ed “a bai oe $511, 000 $823, 000 
Less farmer payments for fertilizer (corporate funds) --_._-- 233, 000 402, 000 


Net cost of fertilizer. ______- : ; cee eel 278, 000 | 421, 000 
Contractual payments... ne og oat 227, 000 | 274, 000 
Other costs . po ek ek aia a Reece eae cal 155, 000 | 162, 000 


Net expense (appropriated funds) ; 660, 000 857, 000 





TVA, the land-grant colleges, and farm families have worked together since 
1935 in a cooperative test-demonstration program, the major objectives of which 
are (1) introduction to farmers of TV A’s experimental fertilizers and testing and 
demonstration of their use in various farming systems; and (2) development of 
improved fertilization systems and demonstration of their feasibility under prac- 
tical farm conditions. Another objective related specifically to the valley is 
agrciultural development through improved use of fertilizers and other resources 
available to farmers in the operation of their farms. Experience on test-demon- 
station farms is being used to help identify important agricultural problems 
facing valley farmers and in suggesting ways to meet these problems. 

Farm test demonstrations bridge the gap between the testing of new fertilizers 
under controlled conditions by experiment stations and the widespread introduc- 
tion and sale of fertilizers to farmers through the educational sales program. It 
is through the test-demonstration program that farmers and extension workers 
first become acquainted with new TVA fertilizers and their use in improved 
fertilizer practices. Introduction of new fertilizers by this method shortens the 
period between their initial development and their widespread acceptance. 

Test-demonstration farms are selected to provide wide representation of soil 
types, farm size, types of farming, financial position of farmers, and suitability 
of the farm for educational use. Test-demonstration farms serve as community 
guides and focal points for educational tours and conferences. The farmers are 
local agricultural leaders. From records kept by the participating farmers, data 
are compiled for appraising the program, planning its future, and in preparing 
educational materials. 

The test-demonstration program was conducted on 2,893 farms in 22 States in 
1955, including 15 nonvalley States. By the end of fiscal year 1956 the partici- 
pating nonvalley States will total 18. The number of active farms will be reduced 
to about 2,500 in 1956, the reduction being made in the number of valley farms. 
In fiscal year 1957 the number of nonvalley States will be increased to 24 and the 
total number of participating farms to 3,500, of which about one-third will be 
nonvalley farms. 

In general, farmers participate in the program for a 5-year period. One-fourth 
of the valley test-demonstration farms—about 500 in 1957—may remain in the 
program for longer periods. The purpose of this group of farms is to demonstrate 
the long-term effects of improved fertilization in combination with other good 
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farming practices and to study typical problems facing the development of such 
farms over long periods and through varying economic conditions. 

TVA experimental fertilizers are furnished to test-demonstration farmers under 
a partial payment 4 During 1957 the price to the farmer will average about 
49 percent of the TVA wholesale price, f. 0. b. the plant. The farmer also pays 
shipping and handling charges. In addition to the cost of TVA fertilizers, the 
farmers secure from commercial sources at full cost the other fertilizer and lime 
needed to supplement the TVA materials. 

In 1957 an estimated 8,892 tons of calcium metaphosphate and 3,000 tons of 
diammonium phosphate will be used in farm test demonstrations. Two hundred 
tons of nitric phosphate will be purchased from Associated Cooperatives for 
distribution to test-demonstration farmers at cost to secure more information 
than is now available on its use and to promote balanced fartilizer programs on 
test-demonstration farms. Gross cost of fertilizer used in 1957 is estimated at 
$823,000, of which the farmer will pay $402,000. 

Supervision and technical guidance in planning and conducting the program, 
including such matters as selecting and planning farms, is provided through the 
agricultural extension services of the State land-grant colleges, with part of the 
cost being financed by TVA. The colleges and TVA jointly provide overall 
direction of the program and conduct special economic analyses of results. In 
1957, TVA will pay the participating institutions $274,000 as its share of the cost 
of supervising the test-demonstration program. The colleges’ share of the cost, 
which is not reimbursed, will be about $700,000. Ten years ago, in the peak 
year of TVA expenditures for farm test demonstration, comparable TVA pay- 
ments totaled $545,000 and college contributions amounted to $425,000. 

Caleium metaphosphate and diammonium phosphate, the major products to 
be used in the test-demonstration program in 1957, present farm-use problems 
which stand in the way of their general acceptance. 

There are three main problems associated with calcium metaphosphate. Crop 
response in certain situations is too slow for annual grazing crops and fast-growing 
vegetables. Crop response is not always satisfactory from surface applications 
for pasture and hay crops on acid soils in humid regions. In most of the western 
part of the country where calcium content of the soils is naturally high, calcium 
metaphosphate is not yet recommended generally. Agronomic research results 
from the use of this fertilizer have just reached the stage where enough information 
is known about its behavior to recommend limited use on these soils. 

There are also problems associated with diammonium phosphate that can be 
solved only by its use on farms in an educational program. Its nutrient ratio—21 
percent nitrogen to 53 percent phosphate—does not generally lend it to direct 
application as a single fertilizer. In most areas farmers must add supplementary 
nutrients to meet crop and soil fertility needs. The big question on the farm use 
of this fertilizer is how can it best be fitted into fertilization systems on representa- 
tive farms under a wide range of conditions. 


Mr. Rasavr. On page 69 you say that you have an integrated pro- 
gram of fertilizer and munitions development. What would be the 
effect upon the cost of this research if you were not concerned with 
munitions at all? 

Mr. Voce t. I think it would run pretty much the same thing. Ac- 
tually, the two fields join so closely together, particularly in the field 
of nitrate and phosphorous research, that the two jobs are done 
practically for the cost of one. 

I would like Mr. Young to comment a little further on that for you, 
Mr. Chairman. 

Mr. Rasavt. All right, Mr. Young. 

Mr. Youne. Nitrogen and phosphorous are very important both 
in fertilizer and in the manufacture of munitions. Many of the results 
of our work on fertilizers are applicable to munitions. This showed 
up during the Korean situation when we did considerable research 
work for the Chemical Corps, and it was our background of experience 
in phosphorous that equipped us to do that work. 


Mr. Rasavt. Isit sort of dormant now, or are you real active in that 
field? 
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Mr. Youna. As far as research work is concerned, our present 
efforts are devoted to the fertilizer program. However, we are at the 
present time carrying on an operation for the Chemical Service. 

(Discussion off the record.) 


DISTRIBUTION OF FERTILIZER 


Mr. Rasaut. You say that the fertilizer used in the education and 
sales program is sold through some 75 wholesale distributors who 
limit sales to special uses. What procedures do you have for following 
up to see that this is so? I mean these special uses. 

Mr. Vocet. It is a very difficult thing to police a program like 
that completely. Our people are, however, alert to the situation and 
make every effort possible without incurring large expense. As you 
can well imagine, if the thing did get materially out of control we 
would receive complaints immediately. We would then follow up 
those complaints and take such action as necessary to correct the 
situation. 

Mr. Rasavut. Are you receiving any complaints at the present time? 

Mr. WaGner. Mr. Chairman, within the past couple of years we 
have received in the neighborhood of 30 complaints. We have investi- 
gated all of those and in rough summary about two-thirds of them 
were situations where the people involved did not understand what 
was expected of them and they were corrected. I think in three of the 
cases the distributor either was dropped or withdrew from the pro- 
gram because, when he understood it fully, he did not want to 
continue. 

Mr. Rapavt. If any distributor is abusing this situation you get 
rid of him? 

We had a long discussion about this the last time and we hope it 
is being improved. 

Mr. Voceu. We think it is pretty well controlled and we are always 
anxious to hear from anybody who thinks it is not being controlled. 

Mr. Rasavt. I note that your price to wholesale distributors for 
diammonium phosphate increased from $91.50 per ton last year to 
$110.49 this vear, whereas the increase in the other fertilizers has been 
very nominal. Is this attributable to the fact that you materially 
reduced your production or for some other reason? 

Mr. Vocgeu. Mr. Young. 

Mr. Youne. I do not recall that figure. We have not increased 
the price of our diammonium phosphate. 

Mr. Ranaut. Look at page 78. Phosphate fertilizer, diammonium 
phosphate fertilizer, $110.49. 

Mr. Youna. That was the price last year. 

Mr. Rasaut. We got a figure here of $91.50 

Mr. Waaner. I believe I can explain that. 

Mr. Rasaut. $91.50 on page 66 of last year’s justification. 

Mr. Wacner. At the time the justification statement was prepared 
last year it was anticipated that the material would be sold at a price 
of $91.50. I think that during the hearings we corrected that figure. 
Further examination indicated that the price was lower than it should 
be and the price of $110.49 was the proper one. 
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(The following information was supplied later:) 


The price to wholesale distributors for diammonium phosphate fertilizer was 
shown at $91.50 per ton in the budget justification document for 1956 as sub- 
mitted to the Congress. This price was based on a schedule calling for the 
production of 43,000 tons of material. At the time of the hearing, TVA informed 
the committee that the production schedule had been revised downward to 20,000 
tons and the price increased to $110.49 per ton (see sixth paragraph, p. 252, and 
third from last line, p. 253, House hearings on public works appropriations 
for 1956). 

Mr. Cannon. Mr. Chairman, it might be said in this connection— 
and I was on the floor in 1917 when you first provided for construction 
of the first Muscle Shoals plant, that fertilizer was one of the prime 
objectives of the bill. The Muscle Shoals plant was established for 
two purposes: For the manufacture of munitions, gunpowder, in time 
of war, and the manufacture of fertilizer in time of peace. All the 
debate on the floor preceding the appropriation of the money was 
about those two purposes. 

That was emphasized then and, of course, it is even more true 
today that by years and vears of cultivation we were destroying the 
fertility of the soil or using up the fertility of the soil to a degree that. 
made the use of fertilizer all over the United States in the production 
of practically every crop more and more imperative. In fact this 
plant at Muscle Shoals, which in time of peace should be used ex- 
clusively for manufacture of fertilizer, is contributing materially to 
the welfare of the farmer and the production of food and the prosperity 
of the Nation. 

Mr. Rasavutr. How does it happen that the ammonium nitrate 
costs remain fixed though all others have increased? 

Mr. Voce. I think the point was made that actually we have not 
ncreased diammonium phosphate. 

Mr. Rasaut. You have not. The cost of that remains fixed and 
the others have all increased. Superphosphates have gone up and 
calcium and metaphosphate has gone up and the ammonium nitrate 
has not. 

Mr. Younce. Largely because of the cost of raw materials. 

Mr. Ranaut. Do you not use any materials in the one that has 
not gone up? Why is that excepted from the cost factor? 

Mr. Younc. When you change the rate of production, of course, 
that affects your cost. If you reduce your production as we have on 
superphosphate, the costs per unit go up. Ammonium nitrate pro- 
duction has remained pretty constant and therefore the cost has 
remained pretty constant. The natural gas which is a principal raw 
material for this product is purchased under a contract which has 
remained constant, so there has not been much change in costs. 


INCREASE IN PRODUCTION OF FERTILIZERS 


Mr. Rasavt. You refer to the production of concentrated super- 
phosphate being reduced but your estimate of distribution this year 
is the same as last year. How do you explain that? 

Mr. Youne. The production of superphosphate has been coming 
down from year to year. In fact at one time it was in the neighbor- 
; oa of 150,000 tons a year, while production we anticipate in 1957 is 

out 20,000 tons. Tonnage figures are affected by the fact that super- 
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phosphate requires a curing period and is carried over in storage and 
the storage fluctuates. 

Mr. Rasavt. Is it the storage you are carrying over that gives you 
distribution this year equal to last year? 

Mr. Youne. Yes. 

Mr. Rapavt. All right. What is responsible for your estimate of 
an increase of production of calcium metaphosphate from 72,000 tons 
to 80,000 tons? 

Mr. Youna. Increase in calcium metaphosphate is due to the re- 
quirements of the program and to improvements made in the produc- 
tion facilities. We have been able, by making technological improve- 
ments, to gradually increase the production to the 80,000 tons shown, 

And there is a heavy demand to try this fertilizer. Its use is ex- 
panding all the time. It contains the highest proportion of plant 
food of any phosphate fertilizer and it is a material that has an es- 
pecially bright future for production in the western part of the country. 

Mr. Ranaut. You mention that your 1957 estimate is 5 percent 
below that of 1955 for ammonium nitrate production. Why is your 
1957 estimate 9 percent above your 1956 estimate? 

Mr. Youne. We are providing storage facilities in 1957. 

Mr. Rasaur. In other words, you say you are going downhill, 
but you are going uphill. 

Mr. Youna. The movement of fertilizers tends to follow a sea- 
sonal pattern and during the shipping season you actually need more 
material than you currently make. In the past, we have had no 
storage facilities; we are now providing storage facilities so that we 
can make those shipments when the material is required. This 
accounts for that particular increase. 


TEST-DEMONSTRATION FARMERS 


Mr. Rasautr. I note that the test-demonstration farmers pay 
approximately 49 percent of the wholesale price for the fertilizer they 
use. Is there a waiting list of farmers who want to participate and 
how does one get in the program? 

Mr. WaGneEr. The test-demonstration farmers are selected by 
their neighbors to participate in the program. There generally is a 
considerable number of people who are willing and anxious to par- 
ticipate and those people then serve as leaders in their community 
in trying out not only new fertilizers and new uses of fertilizer, but 
improved farming methods as recommended by their county agent 
and as part of a general program for more efficient operation of farms. 

Mr. Rasavt. Is there a waiting list of farmers who want to 
participate? 

Mr. Waenenr. I do not know that we have a waiting list. 

Mr. Voce.. We would not have a waiting list, but we think there 
is always enough to meet the requirements. That would probably 
answer your question in the affirmative. 


DISTRIBUTORS OF FERTILIZER 


Mr. Rasaur. We see now how the farmers get into it. How do 
the dealers get into the program? Are they graduate farmers who 
become dealers? 
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Mr. Waaner. No; the fertilizer is received by the test-demon- 
stration farmers through distributors who normally handle our 
fertilizer. Sometimes they also handle the fertilizer educational sales 
program. In other cases, it is an organization of farmers who handle 
only test-demonstration fertilizer. 

Mr. Rasaut. I said does the farmer become a distributor? 

Mr. Waaner. No; the farmer does not become a distributor. 

Mr. Rasaut. Does he graduate into the position of a distributor? 

Mr. Waener. No, sir. 

Mr. Rasaut. How does the distributor get into the deal? 

Mr. WaGner. We have contracts with a number of distributors 
who handle our fertilizer. 

Mr. Rasavt. I understand how they distribute it, but how do they 
get into the deal? Do you just go out and select them, or what? 

Mr. Wagener. Originally we had only farmer cooperatives as dis- 
tributors. They entered into contracts with us. They were selected 
as the agencies best able to do the introductory job assigned to us 
in the TVA Act, which provides that we should work with the farmers’ 
organizations. 

A few years ago we added to that list of cooperative distributors 
some private industry firms. I think we have about 15 of them now. 
(hey were so selected as to give us a reasonable geographic coverage. 
[hey were also selected on the basis of their expressed interest in the 
program and willingness to participate in an educational program, and 
in some cases they had special features in their own operation which 
qualified them to do an exceptionally good job on this educational 
work. 

We examine our list of distributors each year and, if there are areas 
where there is a demand for the educational sales material and it is 
not otherwise available and there is a distributor there who wants to 
distribute it, we enter into a contract with him. The number of 
distributors we can deal with, of course, is limited. 

' Mr. Rasautr. You said 15. Are these distributors associated 
otherwise in an allied business to this? 

Mr. WacGner. Most of the distributors sell other fertilizer material ; 

ves, sir. 
@ Our contracts are normally with major companies and they, in turn, 
have a number of dealers who actually sell the material to the farmer. 
These dealers normally sell other fertilizers, farm supplies, and related 
items. 

Mr. Rasavrt. That is what I wanted to know. 


STATES PARTICIPATING IN TEST-DEMONSTRATION FARM PROGRAM 


Mr. Evins. Mr. Chairman, I think it should be pointed out there 
ure 22 States that participated in the test-demonstration farm program 
in 1955 and 15 of those States were outside of the Tennessee Valley 
area. In 1957 it is anticipated that 24 States will participate in the 
program and more than one-third will be on farms outside of the 
Tennessee Valley area. 

Mr. Wacner. I believe the 24 States in 1957 are in addition to the 
7 Tennessee Valley States. There will be a total of 31 States par- 
licipating for 1957. 
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Mr. Voce. That is the reason for the increase mentioned in my 
opening statement—to bring in more States. 

Mr. Ranaut. Has any attempt been made to see that this fertilizer 
gets into every State in the Union? 

Mr. WaaGner. As General Vogel indicated, we are proposing to 
distribute it in additional States in 1957. Whether or not the fer- 
tilizer is available in any given State depends primarily on whether 
there is an interest on the part of the college there and the agricultural 
people of that State in having the fertilizer. There are some States 
in which the fertilizers we produce are not particularly suited to the 
soil types. 


CONTRIBUTIONS OF TVA AND TWO COLLEGES IN JOINT TEST- 
DEMONSTRATION PROGRAM 


Mr. Evins. Again, Mr. Chairman, it is stated on page 75 of the 
justifications that research will be conducted in connection with the 
Michigan State University and the Iowa State College, as well as the 
Virginia Polytechnic Institute. I think it also should be pointed out 
that TV A’s production of fertilizer amounts to less than 2 percent of 
the total national fertilizer tonnage; this amount should be considered 
negligible. 

Mr. Ranaut. Now we have college participation in this program. 
You say that though you expect to pay the colleges who participate 
in the farm test demonstration $274,000, that their share of the ex- 
pense will be about $700,000. Are you saying that over and above 
their normal operation, this program will cost them that amount, or 
that by allocating part of their salaries, their administrative expenses, 
and so forth, it would cost approximately that amount? 

Will you give us a breakdown of how a sample college or two arrive 
at their estimates? 

Mr. Wacner. I do not think we have that information here. We 
will be glad to provide it for the record. 

Mr. Ranaut. Suppose you supply it for the record. 

(The matter referred to follows:) 

Farm test demonstrations are conducted under contracts between TVA and 
the land-grant college of the participating State. The contribution of TVA 
and of the college is defined in semiannual budgets and annual work plans agreed 
upon under the contract. The college furnishes the services of experiment station 
and extension service personnel and pays for related travel, space, utility services, 
supplies, and the like. The college’s share is determined on the basis of its esti- 
mates of personnel required and other costs of farm test-demonstration work. 
TVA pays part of the cost of conducting the program. TVA does not reimburse 
the college for any part of the cost of its general administration. The following 
examples are taken from the budgets agreed upon by TVA and 2 colleges, 1 in 
the valley, the other outside. 
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Fiscal 1956 contributions by TVA and 2 colleges for conduct of joint test-demonstration 
program 
Mississippi State College: 
Agricultural Extension Service: 
Salary and travel, professional staff $53, 640 
Salary, secretarial and clerical 5, 980 


Total, Agricultural Extension Service 59, 620 
Agricultural Experiment Station: 

Salary and travel, professional staff 4, 360 

Salary, secretarial, supplies, etc cass ; 200 


Total, Agricultural Experiment Station 6, 560 


Total estimated contribution, Mississippi State College_..._. 66, 180 

TVA continst paymoent:.....< 5... <...... Selb 5, 000 
University of Illinois: 

Salary and travel, professional staff 8, 500 

Stenographic, clerical, supplies, etc ; 1, 000 


Total estimated contribution, University of Illinois_—-_--_---_-- 9, 500 


TVA contract payment to University of Illinois: $240 to cover travel cost 
to annual conference. 


Resource DEVELOPMENT 


Mr. Rasavut. Let us turn now to the problem of resources develop- 
ment and we will insert in the record pages 86 through 109 of the 
justifications. 

(The matter referred to follows:) 


TENNESSEE VALLEY AUTHORITY 


ScHEDULE B-4.—Resource development (for fiscal years ending June 30, 1955, 1956, 
and 1957) 





1955 actual 1956 estimate 





ome (incidental income)_-........--.-- eae $5, 404 $9, 000 


penses: 
Agricultural resource development... --.......----------.---- 78, 143 83, 000 
Forest resource development-.-- % caer a i 434, 271 475, 000 
Tributary watershed development. ---- 290, 024 341, 000 
Topographic mapping --..-.--.-.----- a . 38, 486 000 

Total direct expenses 

Appropriated funds.........-.-- a 336, 370 000 
Corporate funds ; eanaae nb ciate 504, 554 QUO 


Total.- — ‘ a F 840, 924 ; 000 
Distribution of administ 


schedule B-5) -.._-- ~ 109, 673 000 


Total expenses before depreciation . . » 950, 597 000 
Depreciation on general facilit a eae i 13, 817 5, 000 


Total expenses.__- Ses 964, 414 1, 125, 000 


Net expense of resource development----.-_-- : > 959, 010 3, 000 


i with the Independent Offices Appropriation Act, 1955, resource devel 
ed funds and 60 percent from corporate funds in fiscal y 
o! ypropriated funds and 60 percent from corporate funds are 
n the Public Works Appropriation Act, 1954. In the 1957 estim 


n appropriated funds and 65 percent from corporate funds. 
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ReEsouRCE DEVELOPMENT (SCHEDULE B-—4) 


The primary programs of the TVA, as described in the Tennessee Valley 
Authority Act of 1933, as amended, provide for the development of the Tennessee 
River for the benefits of navigation, flood control, and power, and for research in 
and development of chemical products for fertilizer or for use in the national 
defense. These major programs, while concerned with resource development, 
do not cover all the principal resources of the region to which the TVA must give 
attention if it is to fulfill its obligations with respect to their unified development. 
Beyond these primary programs are important areas of resource development 
related to, but not covered by, them. 

One of TVA’s major responsibilities is the proper use, conservation, and develop- 
ment of the region’s land resources for watershed protection and improvement 
Here TVA and State and local programs meet and join in cooperative activity. 
TVA’s interest in soil and water conservation problems stimulates State and local 
participation and the assumption by State and local agencies of increasing respon- 
sibility for development of the region’s resources. 

For budget planning purposes, TVA includes certain related conservation and 
development activities in the category ‘Resource development.’”’ These activi- 
ties include agricultural resource development beyond that concerned primarily 
with the use of chemical fertilizers, forest resource development, the development 
of tributary watersheds, and topographic mapping. In the first three of these 
fields TVA performs investigations to identify problems of resource conservation 
and development, conducts studies to develop and list corrective measures, and 
aids other agencies, both public and private, in applying solutions to regional and 
special problems. In the fourth field TVA, in cooperation with the United States 
Geological Survey, conducts a topographic mapping program to provide basic 
data essential to resource development in all fields, 

A characteristic feature of these TVA activities related to the use of land 
resources is that they involve extensive cooperation with other agencies, both 
publie and private, in cost-sharing projects. In this Federal-State-local partner- 
ship, TVA is not the heaviest contributor. Its expenditure is small in terms of 
dollars and great in the effect it has in stimulating State and local effort. For 
example, according to preliminary figures compiled from State sources, the 7 
valley States spent about $55 million in State funds on resource programs in 
fiscal year 1954; TVA’s net expense for that same year was $1,390,000. A second 
characteristic is the changing nature of these activities, both as to content or 
sponsorship. As other agencies are able to assume increasing responsibilities for 
leadership in special areas of resource development, TVA is free to withdraw from 
that particular activity and to direct its attention to the solution of problems in 
which other groups have shown little interest or ability. 

The Independent Offices Appropriation Act for 1955 and the Public Works 
Appropriation Act for 1956 provided for financing 40 percent of resource develop- 
ment expenditures from appropriated funds and 60 percent from corporate funds 
During fiscal year 1957 resource development expenditures will be financed 
about 35 percent from appropriations and 65 percent from corporate funds. 

Actual obligations for resource development in fiscal vear 1955 were $840,924. 
The 1956 estimate is $1 million, and for 1957 is $1,150,000. 


AGRICULTURAL RESOURCE DEVELOPMENT 


To encourage the full development and use of the agricultural resources of the 
Tennessee Valley consistent with sound conservation practices, TVA cooperates 
with State and local agencies, with farmer groups, and with farmers in agri- 
cultural research and demonstration projects. The character of individual! 
projects changes as problems and conditions change. Generally, they relate to 
the identification of obstacles to bet‘er land use and to the development and 
demonstration of ways of preserving and enhancing land resources in the interest 
of improving the farm economy and of protecting the watershed. This educa- 
tional work is related to but not included in the fertilizer and munitions develop- 
ment program described earlier. 

During 1955 actual expense of agricultural resource development was $78,143. 
The 1956 estimate is $83,000. The estimate for 1957 is $116,000. It is estimated 
that the cooperating institutions will contribute an additional $75,000 to the cost 
of the activities described below. 
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Economic analyses of valley agriculture—$39,000 


To plan an effective program of agricultural resource development and water- 
shed protection, the TVA needs current data on the status and trends of valley 
agriculture and a basic knowledge of the conditions that have affected it. On 
the basis of such background information, remedial programs can be developed. 
Data obtained from other Federal agencies and from State and local sources are 
used extensively in TVA’s economic analyses of valley agriculture. 

During fiscal year 1957, continuing economic analyses were concerned primarily 
with keeping specific indicators in a current State, such as those relating to farm 
employment, farm income, and production costs and prices. These background 
studies are used in identifying significant changes in valley agriculture. Without 
uch analyses it is impossible to determine whether proposed remedial measures 
neet current needs. About half of the 1957 estimate will cover the cost of pro- 

ling these necessary benchmark data. 

In addition to the continuing studies, TVA will make an analysis of the 1955 

nsus of agriculture for the valley States and will initiate research on the causes 

f low farm income in the area in an effort to find a solution to this perennial 
roblem. Studies will also be conducted to determine some of the reasons for the 

w income on valley farms and the factors which prevent many farmers from 
‘btaining needed capital. 

An example of the way in which demonstration projects are developed from 
cconomie analyses shows the place of such studies in the agricultural resource 
levelopment program. During 1955 a study directed attention to the extent of 
off-farm employment of rural people in the valley. The study showed that one- 
third of the valley farm families received more income from nonfarm sources than 
from their farms. Almost one-half the valley farms are either part time or 
residential. Directed by these findings, TVA initiated a research project on part- 
time farming, which is described below. 

Economic analyses of valley agriculture provided the data upon which the 
problems arising from the impact of industrial development of the region on its 
agriculture were brought to the attention of the valley agricultural colleges. 


Agricultural development in problem areas—$41,000 


During the first half of fiscal year 1952, agricultural leaders in Catoosa County 
became concerned about the low level of agricultural development in their county 
—compared with that of the region—and about the lack of coordination between 
the programs and activities of various groups and agencies working with farm 
people. They asked TVA and the University of Georgia to cooperate in a county 
development program involving Federal, State, and local agencies. The objec- 
tives of this program are to develop a satisfactory administrative pattern at the 
county level for the coordination of resource development activities of all agencies 
and organizations, and to improve the use of agricultural resources through an 
integrated approach to local resource-use problems. 

TVA agreed to assist in this cooperative project primarily because of the oppor- 
tunity it offered to develop, test, and demonstrate methods for conducting and 
coordinating resource dev elopment activities of all groups working in the area, 
utilizing maximum local initiative and support. 

|he primary tool for carrying out the program in Catoosa County is a local 

clopment board, compesed of county raat pies representatives of agricultural 
gencies, and representatives of various groups and civic bodies. This sponsoring 
group delegates program planning and spomsotional responsibilities to a central 
planning committee and seven other committees. A technical advisory committee 
composed of county extension workers, Soil Conservation Service technician, 
county forester, Agricultural Stabilization and Conservation Committee office 
manager, vocational education teachers, and Farmers’ Home Administration 
supervisor provides guidance in specialized fields. 

During 1957 TVA will furnish technical assistance, will provide 115 tons of 
fertilizer on a partial payment basis to about 50 test-demonstration farmers, and 
will supply 350,000 seedlings for reforestation on private lands. TVA will 
reimburse the University of Georgia, a cooperator in this project, for the salary 

{ related expenses of an assistant county agricultural agent. Exclusive of 
TVA contractual funds, the university’s 1957 budget for this project will be about 
$20,000. Contributions from other cooperating groups, while not known to 
TVA, are substantial. 

During 1957 a similar cooperative demonstration will be conducted in a problem 
area in southwest Virginia if local initiative warrants. Local problems in that 
part of the State are not being adequately met by established programs of agen- 
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cies now serving these areas. This project will be conducted under contractual 
arrangements with the Virginia Polytechnic Institute. The contributions of the 
participating parties will be similar to those made in Catoosa County as a demon- 
stration in southwest Virginia of the benefits to be derived from the coordination 
in a local area of the resource development activities of all participating groups. 


Research on forage crops and animal industry 

Beginning in fiscal year 1950 and ending in fiscal year 1956, TVA, in cooperation 
with the agricultural experiment stations of North Carolina, Georgia, and Ala- 
bama, studied and demonstrated the most promising methods of grassland-animal 
farming in the mountainous area of the valley. This research is significant as a 
means of helping farms in the hill country practice conservation agriculture while 
deriving an adequate income from the land. The studies already completed have 
stimulated State agencies to undertake similar work independently. TVA will 
conclude its participation in 1956, and no funds are requested for fiscal year 1957, 
The experiment stations will continue the research without further financial aid 
by TVA. 

Soil survey—$8,000 

In the Tennessee Valley, TVA, the United States Department of Agriculture, 
and the State experiment stations have cooperated in surveying the region’s soils, 
TVA participation in this work extended from October 1, 1934, until early in 
calendar year 1954, when it withdrew. At that time 81 percent of the valley had 
been covered. The USDA and the States are continuing the survey. 

TVA is now doing limited work in a project aimed at encouraging the wider 
use of the soil survey data already obtained. This work was begun in coopera- 
tion with the University of Tennessee in 1955. The purpose of this project is to 
explore and demonstrate methods of interpreting soil survey data and of using 
such analyses in determining the potential vield of various crops on different soils 
at different management levels. The development of these methods will permit 
the use of soil survey data, now of little meaning to farmers generally, in appraising 
soil potential and in using soil to best advantage. Only through wide use of soil 
survey data in this way can greatest return of the investment in it be assured, 

During 1957 TVA plans to enlist the support of one agricultural college other 
than Tennessee in this cooperative project. 

Part-time farming studies—$28,000 

Part-time farming is increasing throughout the Nation. The 1940 census 
reported 15.5 percent of farmers worked off the farm for 100 days or more. By 
1950 this percentage was 23.3. Studies of valley agriculture show a similar trend. 
Between 1940 and 1950 the percent of valley farmers who worked off the farm 100 
days or more rose from 19.4 to 25.6 percent. 

This is the consequence of the rapid industrialization of the area, which creates 
new markets for local labor and new sources of income for low-income farm families. 
The land which these families own or rent is an important resource which can 
contribute to the family income and in turn to the total income of the region. 
Of even greater significance is the relationship of the use of this land to watershed 
protection and improvement. Since the land of part-time farmers is interspersed 
among other farms, the full protection of the watershed can never be realized and 
may even be seriously handicapped if part-time farmers fail to do a good job of 
managing their land resources. Having their interests divided between nonfarm 
and farm work often makes this task difficult. 

In cooperation with the University of Kentucky and the University of North 
Carolina, TVA is seeking to identify some of the problems of part-time farming 
and to develop and appraise educational methods whereby part-time farmers 
can be guided in applying solutions to these problems. This approach is necessary 
beeause traditional educational programs developed for full-time farmers are not 
reaching part-time farmers adequately. 

It appears that if the part-time farmer is to use his land to his best economic 
advantage and for maximum watershed protection he must be helped to develop 
a profitable farming system, which requires a small number of hours of farm work 
and which emphasizes soil conservation practices. During 1957 primary atten- 
tion will be centered on identifying basic problems and on evaluating educational 
methods applicable to part-time farmers. 

This particular cooperative research was started in 1955 and will be concluded 
at the end of 5 years. Costs are shared by the cooperating institutions and TVA, 
with the colleges expected to put about $38,000 into the study in 1957. 
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FOREST RESOURCE DEVELOPMENT ($520,000) 


There are about 14 million acres of forest land in the Tennessee Valley—54 
ercent of the watershed. The greater part of this land is in private ownership. 
rhese forests comprise one of the valley’s major resources. With proper manage- 
ient they help to protect and enhance a Federal investment of some $800 million 

a series of dam and reservoir projects built and operated for the benefits of 
navigation, flood control, and power. Tennessee Valley forest product values 
run to $400 million a year. The forest products industry employes 53,000 people 

ill time with an annual payroll of close to $130 million. 

TVA’s interest in the woodlands of the valley centers around the twin needs of 
protecting the Tennessee watershed and of using the forest to the best economic 
advantage. The actual job of watershed protection and resource development, 
nsofar as valley forests are concerned, rests primarily with the 245,000 private 
owners, who control 82 percent of the forest lands, and with the more than 6,000 
valley industries which process and utilize forest products. These two groups, 

owners and users, determine forest land management practices, which in turn 
determine the quality of watershed protection and economic return from the 
resouree. TVA works with owners and users in cooperation with State and local 
agencies. 

Actual expenditures for forest resource development in 1955 were $434,271. 
‘The 1956 estimate is $475,000. The estimate for 1957 is $520,000. 


Analysis of valley forests—$88,000 


The collection and analysis of valleywide and local data on the extent, nature, 
growth, use, and condition of the forest resource and the type of management it 
is receiving is essential in developing and conducting TVA programs. Except as 
VA provides it, precise local information of this character is not available. 

During the fiscal year 1957 TVA will continue an inventory of the forest re- 
-ourees of the 125 valley counties by surveying 12 counties. Through 1955, field 
work on 28 counties had been completed and 8 more county surveys will be fin- 
ished during 1956. It is expected that the entire valley will be inventoried at the 
average rate of 13 counties a year during the next 6% vears. Since 1952, 2 States 
and 2 major pulp and paper companies have helped in the surveys. The local 
data obtained are of great value to both conservation agencies and to the wood- 

sing industry. 

In 1957 TVA will make a survey and analysis to determine the number of jobs 
and types of work being handled by consulting foresters in the valley. A report 
vill be published for general use to call attention to the availability of private 
consultants in the region and to explain the work they do. This should help 
forest owners and users obtain technical advice and assistance readily and should 
relieve the requirements for service by public agencies. 

A new survey of reforestation needs in the Tennessee Valley will be made in 1957. 
During the 8 years since the last survey, reforestation programs have gone forward- 
“ith State cooperation, at a rapid pace; ‘forest-fire protection afforded by the States 
and counties has improv ed in many areas; and vastly increased markets for pine 

sulp wood are in existence. Because of this, landowner and agricultural worker 
attitudes regarding land use have changed markedly. There is also more general 
recognition that eroding hillsides should be reforested for watershed protection. 
{n light of all these factors, an up-to-date estimate of reforestation requirements 
hy counties is urgently needed. 

A survey and analysis of citizen interest and participation in watershed protec- 
tion and forest resource development will be made in 1957. A similar survey in 
1949 revealed major shortcomings in the regional picture in the participation and 
ictivity of forest landowners and forest industries. Since then, TVA-State 
programs have been directed toward improving this situation. The planned re- 
-urvey after 8 years is necessary to measure the effectiveness of past programs and 
letermine where future program emphasis should be placed. 


\ssistance in sustained forest productivity, $156,000 


Development and maintenance of a full forest cover through proper manage- 
nent yields maximum economic returns to the landowner and at the same time 
vides the highest level of protection to the watershed. Under present manage- 
tnent methods the valley forests are yielding about one-third of their economic 
potential and are giving the watershed less protection than is required. TVA 
nducts investigations aimed at increasing and improving forest production. 
rhrough cooperative demonstrations, practical methods of scientific forest manage- 
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ment are illustrated. TVA also collects and maintains up-to-date information on 
the forest-products industry and its requirements. State conservation depart- 
ments participate in preparing for and conducting demonstrations of forest 
management. 

During fiscal year 1957 primary attention will be devoted to three major forest 
management problems: 

(a) Hardwood timber is growing faster than it is being harvested, and the 
quality of the hardwood stand is decreasing because high-grade trees are being 
cut and low-grade trees are being left to compete with more desirable trees 
for sunshine, soil, and water. 

(b) Pine sawtimber is being cut faster than it is growing, a situation which 
jeopardizes the permanence of industries depending on the species. 

(c) Many pine plantings made during the past 20 years are reaching usable 
size and must be brought under good systems of management if optimum 
return from them in dollars and watershed protection values is to be achieved. 

Research on these problems in 1957 will be concerned in the main with experi- 
ments already underway. These experiments seek the answers to such questions 
as how best to convert low-grade hardwood stands to pine and how to get the best 
return from pine plantings and natural stands. These questions are particularly 
significant because of increased activity in the manufacture of newsprint in the 
valley. 

During 1957 TVA will participate in 20 cooperative timber harvesting demon- 
strations and will complete arrangements for this type work to be continued in the 
future without TVA leadership. ‘TVA foresters will encourage landowners owning 
a total of 40,000 acres of unmanaged forest land to make use of the long-term lease 
contract developed by TVA in instituting forest management on their holdings. 
TVA foresters will also conduct five technical subject seminars for consulting 
foresters, industrial foresters, State, and Federal foresters on new methods and 
techniques. Results of the 1955 survey of forest-management practices on indi- 
vidual ownerships will be used in 1957 for developing and testing new methods for 
getting more widespread adoption of good forest and watershed practices among 
the owners of small woodlands (under 100 acres). These small woodlands make 
up some 46 percent of the forest land in the valley and less than 10 percent of these 
lands is under satisfactory management for forest production or watershed 
protection. 

Sound management of forest holdings and sustained production from fores- 
lands involve an educational process centering around investigations and demon- 
strations. Since 1943, cooperative management demonstrations have been estab- 
lished in 28 large industrial- and investment-type holdings involving a half-million 
acres of forestland. In addition, 260 farm woodland management demonstrations 
covering over 20,000 acres of forests have been started. During the same period, 
93 timber-harvesting demonstrations have been held, with an attendance of 
6,700 persons. Evidence that this educational process is working is attested 
by the fact that owners of 540,000 acres of forest land in or adjacent to the valley 
have taken initial steps toward sustained-yield management in recent years. 
The bulk of this land was acquired during the past 10 years by forest-product 
industries and by investors for the sole purpose of timber production. 

While this indicates progress on a program actively initiated in 1942, attainment 
of objective is still far distant. As of 1950 only 12 percent of the privately owned 
forest lands vas under satisfactory management for forest production and water- 
shed protection. If the forests of the valley in private ownerships deteriorate 
rather than improve to a point where they promote good watershed protection 
it is inevitable that conservation groups will make another demand for extensive 
and expensive public acquisition cf forest lands. 

Assistance in forest protection, $30,000 

TVA’s role in forest protection is to get basic facts; help establish standards 
adequate for watershed protection; evaluate current changes; stimulate State 
and local agencies, woodland owners, and timber operators to eliminate or reduce 
major forestry risks. This it does through cooperative research and demonstra- 
tion projects. Application of specific preventive and corrective measures is the 
responsibility of the States, counties, and the public. 

‘Lhe estimate for fiscal year 1957 will provide for initiating a three-State fire- 
prevention program in the area where Alabama, Georgia, and Tennessee join. 
Watershed protection logging demonstrations will be conducted on the Norris 
municipal watershed and on large ownerships in the rugged plateau terrain of 
Cumberland and Morgan Counties, Tenn. A fire-prevention contract will be 
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initiated with the Mississippi Forestry Commission in the high fire incidence area 
of northeast Mississippi. Assistance will also be given to the valley States in 
extending organized protection to the 20 counties not now cooperating. Exten- 
sion to four in 1957 and action in subsequent years should lead to all valley coun- 
ties being organized by 1960. Arrangements will be made for more intensive use 
of grazing demonstration plots already established and the establishment of five 
additional ones. State divisions of forestry will be given assistance in using key 
fire danger stations, and, in cooperation with other Federal agencies, in making 
surveys of insect and disease outbreaks. | 

TVA contributions to forest protection have declined through the years as the 
extent and quality of organized protection by others have increased and as public 
interest has been demonstrated. In 1933 only half of the woodland in the valley 
had any kind of fire protection, and it inadequate. Forest ownership and develop- 
ment under such conditions was not a good business risk. Through cooperative 
surveys and demonstrations TVA has helped State and local agencies extend or- 
ganized protection until it now extends over 105 of the 125 valley counties. The 
average annual burn has been greatly decreased but the number of fires has not, 
pointing to the need for fire-prevention work by State divisions of forestry and 
others. 

‘lwenty years ago cattle grazed freely in the most heavily forested counties of 
the valley, doing incalculable damage to the woods. The educational work of 
TVA and other agencies brought about a steady decrease in the open range area 
of the valley. Practically no areas of open range now remain in the valley, but 
about 12 percent of the forest land is being damaged by grazing. 

Logging in the hills and mountains of the Tennessee Valley is too often followed 
by erosion and consequent damage to the watershed because of poor design and 
location of roads and poor drainage and skidding methods. In cooperation with 
other agencies, TVA has conducted demonstrations of logging methods that are 
not destructive of watershed values. 

Reforestation, $129,000 

By the act of Congress creating it, TVA was directed to develop the best 
methods for reforestation and to aid in the control of erosion in the Tennessee 
Valley. One of its first major forestry activities was the establishment of nurseries 
to produce seedlings for planting on its reservoir lands, on other public lands, and 
on private lands. Corollary to this, 1 VA made surveys to determine the planting 
need in the valley for watershed protection and began to establish a cooperative 
pattern among State and local agencies and landowners for getting the planting 
job done. 

Reforestation is a cooperative enterprise in the valley. TVA makes surveys to 
determine the broad needs for planting, provides leadership and program co- 
ordination, evaluates results, and produces part of the seedlings needed. State 
and county conservation agencies, civic bodies, banks, and forest-products in- 
dustries cooperate in promotional work and in seedling distribution. Planting 
and protecting the seedlings is the landowner’s job. 

TVA seedlings production is limited to the output of one nursery. During 
1957 this nursery will complete production of 19 million seedlings, of which 13 
million will be used in valleywide reforestation, 3 million on tributary watershed 
projects, and 3 million will be transferred at cost to other agencies. Production 
will be started on 20 million seedlings, all for valley use. No more than 50,000 
TV A-produced seedlings, enough to reforest about 50 acres, are supplied to any 
one landowner in 1 year. In 1957 it is estimated that ‘1 VA’s total cost for every 
acre reforested will amount to about $7. Combined contribution of the State 
agencies and landowners will be about $15 an acre. 

Limited work will be done on erosion control demonstrations, on tree improve- 
ment tests with species used in valley reforestation, and on the completion of 
forest tree crop tests. 

Since the reforestation program in the valley began, over 35,000 landowners 
have planted trees on 240,000 acres, mostly in small ownerships. In 1955 a total 
of 4,163 landowners planted an average of 3,700 trees each. About 300,000 acres 
of eroding land in small tracts remains to be planted. Every effort is being 
directed toward having these areas planted in the next 10 to 12 years. According 
to a survey made in 1949, 1% million acres of valley land was in need of planting 

This reforestation work has stabilized 240,000 acres of the most seriously 
eroded and idle land in the valley and has changed it from a liability to an asset, 
both in terms of watershed protection values and in terms of dollars. Fifteen- 
year-old plantations are already producing an economic return. For example, 











TVA recently sold as pulpwood the thinnings from 8,000 acres of its reservoir land 
planted some 15 years ago for about $148,000, more than the estimated cost of the 
cooperative reforestation program for 1957. 

Applying this value to other pine planted lands, there is $3,600,000 worth of 
pulpwood from thinnings now ready for cutting or that will be as each stand 
becomes 15 years old. That is more than the cost of TVA’s reforestation work 
for the past 20 years. The residual stands will, when 45 vears old, be worth more 
than $80 million at today’s prices for sawlogs. 

Assistance in timber processing and utilization, $117,000 

In the final analysis, forest landowners and forest products industries—the 
grower and the user—determine forest land management practices. Since the 
quality of watershed protection is directly dependent on the quality of forest 
management, these two groups likewise determine the level of watershed pro- 
tection afforded by valley forests. Work with the forest landowners has been 
described in the preceding section. Work with the forest products industries is 
described in this section. It relates in the main to investigations, demonstrations, 
and conferences involving the operators of small portable mills, some 4,000 of 
them. Together these independent operators produce 900 million board feet of 
lumber a year, 90 percent of the valley total. To a large extent they use methods 
and types of equipment that have changed little in 25 years. Few of them under- 
stand the relation of their present timber cutting practices to the future of the 
resource upon which they depend and over which they exercise so great a control. 

During 1957 current information about timber cutting practices and logging 
methods used in the valley will be obtained. Studies designed to promote better 
utilization of some of the species not now being used to full advantage will be 
initiated. Early studies in this category will be directed at hickory. Other 
investigations will include a study and analysis of circular sawmills operations 
from the woods operation to marketing. Following this, adjustments would be 
made so that sound efficient operating methods could be installed. These mills 
would then serve as demonstrations of efficient operations to others. Wood 
preservation research conducted in cooperation with the Southern Wood Preser- 
vation Council will be continued through 1957 on a minimum basis in order to 
obtain payoff information from tests which have been established over the past 
8 to 9 years. This work is concentrated on using small trees which should be 
removed to improve growth and quality of pine stands. 

Developmental work to be done in 1957 will include 10 sawmill conferences 
with arrangements being made for increasing responsibilities to be carried by 
trade associations and State divisions of forestry. These conferences will bring 
sawmill operators, representatives of other forest products industries, and man- 
ufacturers of sawmill equipment together for discussions of improved mill prac- 
tices. While TVA supplies much of the technical data presented, the greater 
share of the work and cost of holding them is borne by State and local agencies 
and by the lumber industry. TVA will assist in organizing and conducting con- 
ferences on management of small woodworking plants in southwest Virginia and 
western North Carolina. Assistance will be given in organizing additional local 
sawmillers’ associations in 2 areas in Tennessee and 1 in Alabama. About five 
demonstration sawmills will be selected around which meetings can be held 
illustrating desirable management, utilization, and marketing practices. Assist- 
ance will be continued to area development associations, timber operator groups, 
and to local planning commissions in analyzing forest industry development 
opportunities. 

TRIBUTARY WATERSHED DEVELOPMENT, ($414,000) 


The tributary watershed activities of TVA are designed to help direct the efforts 
of State and local agencies in a local area approach to balanced resource develop- 
ment for the Tennessee River Basin. Effective conservation, control, and use of 
water resources call for soil and water programs along small tributaries as well 
as for works on major streams. Special area programs represent a method of 
increasing the effectiveness of basinwide programs such as forestry, agriculture, 
water control, and electric power by achieving local area improvement under 
State leadership and responsibility. 

A number of small watersheds in the valley have been identified by TVA as 
having water problems which may retard local economic development. Studies 
have indicated that a great deal can be accomplished at relatively little cost if the 
States will take the lead in applying their efforts and those of local agencies in 
development programs in these areas. Through this process the related water 
and economic problems of small watersheds can be identified and alleviated with a 
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minimum of Federal participation. TVA’s efforts in this fiéld have been largely’to 
study and demonstrate the results of a comprehensive approach to small watershed 
development in a few selected areas and to encourage initiative by the states in 
undertaking the necessary program leadership and coordination. 

The 1957 estimate for tributary watershed development is $414,000, compared 
to the 1956 budget of $341,000. During 1957 research projects now in progress 
will be intensified. Developmental activities in the Chestuee and Beech River 
watersheds now underway will be carried on at about the levels of the current 
year. The extent to which TVA will obligate funds for specific development 
projeets will depend largely on the extent of State activity. 

Basic investigations, $146,000 

Development of an effective program for conservation and use of land and water 
resources in a particular tributary watershed requires detailed information ap- 
plicable to that type of watershed. TVA’s watershed research program obtains 
basic information on soil and water behavior under conditions peculiar to the 
valley. This research is essential since data obtained in other areas are not 
directly applicable to Tennessee Valley watersheds. 

Waynesville single-practice project.—Since 1948 TVA and North Carolina State 
College have studied the effects of cover changes on the water resource of six 
small watersheds near Waynesville, N. C. TVA furnishes the instruments for 
measuring precipitation, streamflow, runoff, and similar hydrologic factors and 
the personnel to evaluate and interpret the findings. The institution supervises 
the agronomic aspects of the project, which primarily consist of making changes 
in the type of land cover in order that the effect of various covers on hydrology 
can be measured. These studies will be continued in fiseal year 1957. 

Parker Branch pilot watershed.—This watershed of about 1,000 acres in privately 
owned farms is located in western North Carolina. The project, which is carried 
out in cooperation with North Carolina State College, is the only watershed 
project in the United States where the effects on a stream of the development of 
best land use, economically speaking, are being measured with research accuracy. 
Changes in land use that result will be related to the changes in the character of 
the stream. Plans for highest economic development of the individual farms 
have been prepared. Changes in income and living standards of the farmers as 
they adopt the better farming methods are being studied. Fertilizers supplied 
by TVA and other incentives are used to obtain the cooperation of the farmers 
of the area in putting these plans into effect. 

In 1957 intensive efforts to accelerate changes in land cover will be made. 
The cooperative arrangements with North Carolina provide for joint participation 
similar to that described under the Waynesville project. 

A small watershed in the Norris Reservoir area is being used in a study of the 
effects on sedimentation, streams, ground water, and other hydrologic factors of a 
forest land-management system devoted primarily to watershed protection 
Chestuee watershed, $119,000 

\ coordinated demonstration program for the development of Chestuee water- 
shed, an area of 134 square miles in east Tennessee, was started in 1951. The 
entire program is carried out in close cooperation with the University of Tennessee. 
Important contributions are also being made by many other groups, such as the 
Tennessee Department of Health, the Tennessee Department of Education, the 
Tennessee Department of Forestry, county and town governments, and rural 
communities. The local farmers put money and labor into the project in adjust- 
ing their farming systems. 

During 1957 hydrologic measurements and analyses will be continued at about 
1956 levels. Agricultural development in the watershed will be continued under 
the supervision of two special agents of the University of Tennessee who assist 
regular county extension forces in their work with farm families and local organi- 
zations. Ninety-two tons of fertilizer will be distributed to 40 test-demonstration 
farmers under a partial payment plan to stimulate the demonstration of improved 
fertilization and other recommended farm practices. Assistance in forest develop- 
ment in the watershed in 1957 will include the distribution of 50,000 seedlings and 
the conduct of meetings, conferences, and demonstrations to promote better forest 
protection, management, and utilization. 

{ cooperative study on human nutrition in the Chestuee watershed will con- 
tinue in 1957 under the direction of personnel from the staff of Vanderbilt Uni- 
versity. Support of the cooperative public health program sponsored by TVA 
and the Tennessee Department of Public Health will be continued. 
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Basic changes are beginning to become apparent in the watershed and adjacent 
area. Acreage in improved pastures on test-demonstration farms increased 
from 1,016 acres in 1950 to 4,524 in 1955. Countywide forest-fire protection is 
now available in 2 of the 3 counties involved. During 1953 forest-fire damage 
was restricted to 198 acres, one-half that recorded in 1951 before organized pro- 
tection was established. A total of 180,000 trees was planted in 1955. Sub- 
stantial changes in land cover have occurred, particularly on the lands where 
water runoff had been heavy. Sediment discharged into streams has been re- 
duced by almost half. Farmers and other in the area have begun to clear 
Chestuee Creek of debris to help reduce high-water stages. Community organi- 
zation has been strengthened. A multicounty health unit has been organized. 
Leading farmers are being encouraged to promote the spread of sound agricultural 
practices by assisting a neighbor to establish some new farm enterprise, such as 
growing alfalfa or starting a permanent pasture. 


Beech River watershed, $90,000 

The Beech River watershed covers 302 square miles in west Tennessee.  Agri- 
culture is the major industry in the Beech River area but large areas of land are 
unused and unproductive. The upland soils are washing away, and the bottom- 
lands are subject to flooding and silting. The area has. had a population loss; 
per capita income is very low; and industrial development has lagged. State 
and Federal expenditures in the area are disproportionately high compared to 
public revenues collected. 

TVA made a survey of the Beech River area which defined many of the problems 
and suggested possible improvements. The people of the two counties in the 
watershed have expressed great interest in a development program for the area 
and have organized a local watershed committee which is planning specific 
measures to be undertaken. The State of Tennessee has taken leadership in the 
development of the Beech River watershed and the Governor has designated a 
representative to coordinate the work of the various participating groups, including 
TVA. 

During 1957, 25 test-demonstration farms will receive 1014 tons of fertilizer at 
reduced prices. TVA and the Stete of Tennessee will furnish landowners 2.5 
million seedlings for reforestation. Through meetings, demonstrations. and 
conferences interest will be developed in forest-fire prevention, soil-erosion 
control, forest management, and better utilization of watershed forests. Technical 
assistance to develop local opportunities, as in industry and recreational facilities, 
also will be provided. 


Other watersheds, $59,000 

Results of earlier reconnaissance studies of watersheds in other valley States 
than Tennessee were presented to the State governments in 1955 and efforts 
will be made to encourage the States to assume leadership in planning and carrying 
out development programs in these areas of special need. Where warranted by 
State and local interest, TVA may join with State and local organizations in 
development projects. By 1957 it is expected that one new development program 
will be started, provided it is initiated by the State. The 1957 estimate provides 
for continuing limited technical and financial assistance in that watershed. 
These plans are dependent entirely on the response of the States. 


TOPOGRAPHIC MAPPING ($100,000) 


TVA’s planning, construction, and operational activities have depended heavily 
upon adequate topographic maps of the valley area. Such maps were practically 
nonexistent in the Tennessee Valley in 1933. To have maps in time for them to 
be of real service, TV A sponsored a mapping program which is carried on coopera- 
tively with the United States Geological Survey. Valley maps are made to United 
States Geological Survey standards and specifications and are a part of the national 
series. 

The valley topographic mapping program was started in 1937 and was scheduled 
for completion in the 1940’s. World War II prevented realization of this goal. 
In the fall of 1941 TVA was asked by the United States Army to accept responsi- 
bility for mapping strategic coastal areas. [Extensive foreign areas were added 
to this assignment and valley mapping, already curtailed, was laid aside until 
after the Japanese surrender. 

The scheduled program covers 765 quadrangles, or about 46,000 square miles. 
By June 30, 1955, approximately 80 percent of the work had been done. Some 
195 quadrangles remain to be completed. The unfinished quadrangles represent 
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any areas of peculiar interest to TVA. That they are of interest to persons 
outside TVA is borne out by the fact that TVA receives numerous re quests for 
maps of areas not yet completed. About $1 million has been spent on these 
infinished qu: idrangles, mostly for aerial photograph, basic field survey work, 
and other activities preliminary to actual dr: afting. Completion of this mapping 
by 1961 will permit the present investment in unfinished quadrangles to be re- 
cx covered in the form of published maps of great benefit to both TVA and the 


iblie. 
The 1957 estimate of $100,000 will permit a continuation of topographic map- 


ping at about the 1956 rate. 

Mr. Rasavur. It would appear this program will become an increas- 
ingly greater drain on corporate funds. Am I safe in assuming vou 
feel it is justified? 

Mr. Voce. I do, sir, and I am sure we all feel it is a worthwhile 
program. 

Mr. Rasavtr. How much money is involved in this? 

Mr. Voce. $1,150,000. 

Mr. WaGner. That is the total direct expense of the program. 

Mr. Rasavut. $1,150,000? 

Mr. Voce. Yes, sir. 

Mr. Rasaut. You feel it is justified? 

Mr. VoGcer. Yes, sir. 

Mir. Rasavut. Do vou want to enlarge on that a little? 

Mr. Voce... Well, this is a rather broad program which gets into 
the fields of erosion control, hillside development, agricultural develop- 
ment. I think it is rather badly named, perhaps, although it does 
cover a broad field. Actually everything that the Tennessee Valley 
Authority is doing might be classified, I think, as resource develop- 
ment. This is one phase applying particularly to land usage off the 
main river but within the drainage basin. 

Mr. Rapaut. It has a tendency to conserve the land? 

Mr. Voceu. I think it comes distinctly within the general provisions 
of the Tennessee Valley Authority Act, which prov ides for the deve lop- 
ment of the resources of that area. 


COORDINATING WORK WITH OTHER GOVERNMENT AGENCIES 


Mr. Rasavur. | think vou are right. In reading vour justification 
of vour expenditure of $116,000 for agriculture resource development, 
it would appear that many of vour studies could have value to farmers 
in that area. This suggests several related questions. 

Why does not the Department of Agriculture do this sort of work? 
lf that Department does it in other parts of the country, why has it 
not done it in your area? Or is this area the only part, or one of the 
few, receiving this ty pe of service? 

Mr. Vocet. That is difficult to answer in a few words. Of course, 
us I pointed out, the Tennessee Valley Authority Act makes a special 
situation of this valley. It provides for its integrated development 
by the Tennessee Valley Authority. That does not mean, however, 
we do not work in cooperation and coordination with the Department 

Agriculture, just as in the fields of navigation and flood control 
we work with the Cor ps of Engineers. In all cases we are trying to 
bring in local organizations to the maximum extent, utilizing the agen- 
cles of the States and the colleges in the region, hoping thereby to 
develop a sense of local responsibility and that this fe eling will be 
transmitted to adjacent regions. 
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There is also an item in here, I might point out, for topographic 
mapping which is a very important function and relates closely to the 
work of national defense and ties into the whole system of mapping 
throughout the Nation. There is really nothing that is extremely 
different about the program as a whole, except the fact that it ties 
in with the local interests to a very large degree. 

Mr. Rasaut. Does the Department of Agriculture have any 
activity in this area? 

Mr. VoGcE.. Yes. 

Mr. Rasaut. And is there any duplication in it? 

Mr. Voce. No; I do not think there is any duplication. We work 
with the Department of Agriculture and their representatives. 

Mr. Wacner. That is right. Mr. Chairman, this activity of TVA 
in the Tennessee Valley is a kind of activity that is not generally 
available in the rest of the country. But it does not mean that ther 
are greater Federal expenditures in the Tennessee Valley than there 
are in the rest of the country as a whole. We have looked into that 
question and satisfied ourselves about it. So that if your question 
had in mind that this is something special in addition resulting in 
greater total expenditures than in the rest of the country, I believ: 
the answer to that is “‘No.’”’ This falls well within the general limits 
of Federal expenditures in the rest of the Nation. One of the signifi- 
cant parts of this program has been an effort to increase the activities 
of the States in the resource development field and since 1933 they 
have increased their annual expenditures from about $5 million to 
about $55 million a vear. 

Mr. Evins. If the chairman will yield for another observation, the 
President and the Department of Agriculture have recommended a 
soil-bank program and this committee has recently approved an 
appropriation in excess of $1 billion for a soil-bank program and 
embraced within the idea is to plant seedlings and take land out of 
production. This proposal is similar to the work being done by the 
TVA in this connection. So when we speak about the importance: 
of proper land use in conservation, the TVA resources-development 
program is assisting the general soil-bank program. 

Mr. Puruurps. I did not know that the soil-bank money was all 
going to be spent in one State, though. 

Mr. Evins. The gentleman is well informed about the TVA 
situation, having been on the subcommittee for TVA funds for many 
years. He knows or should know the TVA service area is an eight- 
State area. 

FOREST LANDS ° 


Mr. Taser. I wonder if you can give us a little description o! 
what is actually done in connection with agriculture and this agricul- 
tural business by TVA, so that we might be able to tell whether it is 
the same thing that is being done elsewhere by the Agriculture 
Department. 

Mr. VoGet. One of the important activities consists of the preser- 
vation and development of the forest areas of the region. Mr. 
Kilbourne is here and I think it would be interesting if he could give 
just a few words on that, Mr. Taber. 

Mr. KinBourne. Mr. "Taber, forest lands amount to over half of 
the area of the Tennessee Valley—some 14 million acres. It is esti- 
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mated there is an additional 1% to 2 million acres that should be 
planted to trees. We are interested in the forest resource from two 
standpoints; first, from watershed protection. This area normally 
has an extremely high rainfall averaging some 51 inches a year and we 
have highly erosive soils, which I can illustrate by a photograph here, 
if you would care to look at it. This [submitting] will illustrate some 
of the serious soil erosion we have in the valley 

The other aspect of TVA’s concern is, of course, the effect of the 
forest resources on the economy of the region and the Nation, with 
over half of the valley in forest land, some of which vou see is pretty 
badly beaten up, as illustrated by those two pictures. 

The problems are, first, to develop protection of the existing forests 
from fire. At one time we used to call the Tennessee Valley the 
Valley of 10,000 Smokes. It had a terrific fire loss, but the States are 
making some headway now in cutting down fire loss. 

Another problem is the reforestation of some million and a half to 
2 million acres of land as illustrated by some of those pictures, and then 
the moving of this area of forest land from the debit column over to 
the plus column in its contribution to the total economy. As you can 
see from the first photograph, that land is producing little or nothing. 
\ large part of it is owned by farmers; about 5 million acres is owned 
by farmers in small tracts and the rate of growth on this land is less 
than 100 board-feet per acre per year. If they could be improved, 
those lands can be made to produce somewhere in the order of 300 
board-feet per acre per year by very simple improvements in wood- 
land management. It is primarily an educational program. And if 
this could be brought about, the farm woodland owners would certianly 
increase their income by something in the order of $20 million a year, 
simply by doing a better job of managing and cutting their timber- 
lands. 

Mr. Puruurps. I would like to ask Mr. Whitten how much of the 
money his subcommittee appropriated is to be spent for reforestation 
in the Tennessee Valley area. 

Mr. Waener. TVA’s budget for 1957 is $520,000 for the entire 
forestry development program. 

Mr. Kfisourne. This is not a large program. The reforestation 
portion amounts to $129,000. 

Mr. Puriires. How much of that will be in Tennessee? 

Mr. KitBourne. Well, it is a seven-State area. Of course there is 
more of Tennessee in the valley than any other State. I would say 
it would be somewhere in the order of one-third. 

Mr. Putiurps. How much did you appropriate in your bill this year 
for the program of reforestation for the whole United States? Last 
vear I think it was $500,000. 

Mr. Wuitten. We reorganized the committee and that subject is 
now under the jurisdiction of Mr. Kirwan; so I do not know what the 
figure is on it. But we have appropriated in times past for this type 
of work and much of the same job that is done in the TVA area is 
done throughout the United States by the Forest Service. In con- 
nection with forestry, we had a supplemental item under the gypsy 
moth, where we are trying to protect the forests, and this supplemental 
item was for $2.5 million. The soil conservation program under which 
part of reforestation is carried out is $250 million for the Nation. 





232 


Mr. Puiturps. Last year your committee put a limit of $500,000 
on the amount to be spent for all of the United States on reforesta- 
tion, and here are 8 States spending the taxpayers’ money for $120,000. 
There was some question raised last year as to whether that was a fair 
balance in the reforestation program. 

Mr. Voce. I would like to point out in that connection that | 
believe the figure of 8 is wrong; I think there are 7 States. The valley 
does not include all of any of the States, although in the case of Ten- 
nessee most of it is in the valley. The figure for reforestation would 
be only about $129,000. 

Mr. WuirteNn. This reforestation has been taken out from under 
my subcommittee, so whatever action was taken was not a limit put 
on by my subcommittee. 

But you do have another thing that would be greatly worthwhile 
in my judgment. I have four big reservoirs which are almost com- 
pletely filled up in my area. If someone would plant trees on this 
area, which is a great deal outside of the TVA area, it would help in 
protecting those reservoirs and keep them from getting filled up and 
would be a great investment. It would have the benefit of keeping 
erosion from filling up the streams. 

But as to the limit on what was spent in the rest of the country, 
that was not in my subcommittee. 

ion Puiturps. Is any of the limited $500,000 being spent in the 

* 8 States in the Tennessee Valley area? In other words, is the 
De mares of Agriculture spending money in there for refor estation 
in addition to the mone y being spent by TVA? 

Mr. Kizzovurne. If I understand what you and Mr. Whitten are 
referring to, it is a nationwide program in which the Department of 
Agriculture, through the Forest Service, makes small amounts of 
money available to the various States. 

Mr. Puiturps. You are saying that in addition to TVA there is 

also some of this Agriculture Department money being spent in these 
seven States? 

Mr. Kizsourne. If I understand the money you gentlemen are 
talking about, I think that is correct. I am not sure I do understand. 
At one time the amount per State was of the order of $5,000 and | 
think the maximum for any one State was something like $10,000. 

Mr Puiuurres. That would be about right it runs about $10, 000. 

Mr. Wuirren. May I say that the soil conservation program was 
an authorization of $250 million for years. Many of the States are 
practicing soil conservation, on which the Federal Government pays 
part of the cost of reforestation and the planting of seedlings and trees. 
We do handle that program. It is part of the $250 million program 
for the whole country and in many areas a great part of the total 
amount goes to reforestation. It does so because of local choice. 
[t is one program approved by the Department of Agriculture—the 
planting of trees—which is left at the local level to determine whether 
that is one of the approved practices. And in the lower part of my 
State tremendous sums through that program are being spent and so 
it is part of the money. 





SOIL CONSERVATION OPERATIONS 


Mr. Taser. What I tried to get at to start with is, are the agri- 
cultural soil conservation operations and these forestry operations 
conducted in the same place. Can anybody tell me that? 

Mr. Waener. The Soil Conservation Service is active in the 
Tennessee Valley, as it is elsewhere. Whether it as as intensely 
active, 1 donot know. Mr. Kilbourne indicated some Forest Service 
activities are conducted there. 

Mr. Vogreu. My observation is that the Soil Conservation Service 
is not as active in the Tennessee Valley as elsewhere, particularly 
in the Southwest. I do not have any figures on that immediately 
available. They are doing some work under the Hope-Aiken bill 
in the Tennessee Valley. 

However, getting away from the forestry program for a moment, 
and talking ‘about. the ‘tributary watershed development program 
which is the next largest item in this list, running to $414,000, that 
is carried on largely as a demonstration program to show what can 
be done by local interests, assisted by the States, in carrying this 
work into adjacent areas. We have programs on the Chestuee and 
Beech Rivers in Tennesse “e; we have research programs set up near 
Waynesville and Parker Branch in North Carolina at the present time. 
| feel those results will have a definite effect in getting the States to 
assume a greater responsibility in this connection and will possibly 
serve to cut down the Federal responsibilities in the future. 

Mr. Wurrren. I do not mean to belabor this issue and certainly I 
do not want to get in the attitude of testifying here, except in my 
experience in dealing with agricultural appropriations, the Soil Con- 
servation Service is set up by State laws which permit the organization 
of farmers into soil conservation districts. In turn, the Federal 
Government provides the technicians to the soil conservation districts. 
Because of TV A’s activities in this field in this area, almost altogether 
the cooperative effort contemplated in the Soil Conservation Service 
approach is handled by TVA. 

May I say that last year in the presentation to our subcommittee 
of the President’s soil-conservation program and rural community 
program which we included in our bill—I think it later went out 
in conference with the Senate—that provision was based on TVA’s 
operation at the rural community level and the testimony presented 

vy Mr. Benson to our committee to justify the President’s program 
was on the basis of TVA having proven it in the local communities, 
particularly in North Carolina. 

[ have for many years had a chance to work with both of them 
and I have tried to keep duplication to an absolute minimum. As 
you can realize, it “ s not always follow a true line, so we do perhaps 
have a little of it. I do not think we have very much. And where the 
folks in some general area have joined together to carry out the 
program, I am firmly convinced if TVA did not do this job in this area 
and tie it into the overall operations, that we in turn would have to 
turn around and do it through the Department of Agriculture. 

Mr. Voge... Mr. Taber, if I may make an observation at this 
point, which I hope is not irrelevant, we get many, many foreign 
visitors in the TVA area. They have heard of TVA and come there 
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from all over the world. I would say it is an odd week that does not 
have at least 40 or more visitors. 

I tell these people, when I have an opportunity to speak to them, 
which is frequently, that the things they are seeing in the Tennessee 
Valley are things we are doing largely over the rest of our country- 
developing our resources to the best advantage in the interest of 
flood control, navigation, land development, and so forth; but that 
in this particular spot they are able to get a closer view of how these 
various activities are put together. And I think therein is one of 
the greatest values of TVA—that it serves as a proving ground of 
cooperative effort. And we like to think that this matter of working 
together between the several echelons of Government and among the 
several agencies of the Federz! Government. will result, or is resulting, 
in developing a pattern which will have an effect on the Nation as a 
whole. 

We are working, as I have indicated, very closely with the Corps 
of Engineers. You probably know that they operate the navigation 
features of the Tennessee River. And our engineers are closely asso- 
ciated with them in an attempt to regulate the flood flow of the Ohio 
and Mississippi. We operate our system in part for that purpose. 
In the same way, we cooperate with the Soil Conservation Service 
and the other bureaus of the Department of Agriculture, and I do 
not believe there is any overlapping of consequence. 

Mr. Razavt. I note your county by county inventory of forest 
resources will be completed in 6% years. Have you devised a rela- 
tively simple scheme which will keep this inventory current? 

Mr. Krisourne. We think, Mr. Rabaut, we have. These reports, 
such as those for the counties under the original plan, are to be com- 
pleted in 10 years. We can by the process of statistical analysis 
keep this information reasonably up to date, once we get the basic 
information. We now have less than one-third of the counties and 
are hoping in 1957, instead of getting 7 or 8 counties as we have in 
the past, to step that up to 12 or 15 


COUNTIES IN TENNESSEE VALLEY 


Mr. Taser. I wonder if a list of the counties in each State involved 
in this activity of agriculture-resource development, forest-resource 
development, and tributary water-shed development which are 
participating in these programs could be inserted at this point in the 
record, separately by States. 

Mr. Rasaut. Without objection. 

Mr. Voge. That information will be obtained for you. 

(The information requested follows:) 





Counties lying wholly or partly in the Tennessee Valley number 125. They 
are as follows: 
ALABAMA 


Blount Franklin Madison 
Colbert Jackson Marion 
Cullman Lauderdale Marshall 
Dekalb Lawrence Morgan 
Etowah Limestone Winston 


GEORGIA 


Catoosa Lumpkin Union 
Date Rabun Walker 
Fannin Towns Whitfield 
Gilmer 

KENTUCKY 


Calloway Lyon Marshall 
Graves McCracken Trigg 
Livingston 

MISSISSIPPI 


Alcorn Prentiss Tishomingo 
Itawamba 
NORTH CAROLINA 


Avery Haywood Mitchell 
Buncombe Henderson Swain 
Cherokee Jackson Transylvania 
Clay Macon Watauga 
Graham Madison Yancey 


TENNESSEE 


Anderson Grundy Marshall 
Bedford Hamblen Maury 
Benton Hamilton Meigs 
Bledsoe Hancock Monroe 
Blount Hardin Moore 
Bradley Hawkins Morgan 
Campbell Henderson Perry 
Carroll Henry Polk 
‘arter Hickman Rhea 
‘hester Houston Roane 
‘laiborne Humphreys Rutherford 
ocke Jefferson Sequatchie 
‘offee Johnson Sevier 
‘umberland Knox Stewart 
Decatur Lawrence Sullivan 
Dickson Lewis Unicoi 
Fentress Lincoln Union 
Franklin Loudon Van Buren 
Giles MeMinn Washington 
Grainger MeNairy Wayne 
Greene Marion Williamson 


VIRGINIA 


Bland Russell Washington 
Dickenson Scott Wise 
Grayson Smyth Wythe 

Lee Tazewell 


Forestry resource devclopment activities_are now or have been conducted in 
each of these counties. 

Agricultural resource development activities are now or have been conducted 
in most of the counties listed. 
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Tributary watershed development activities are now conducted in Decatur, 
Henderson, McMinn, Monroe, Polk and Union Counties in Tennessee and in 
Buncombe and Haywood Counties, N. C. The budget for 1957 contemplates 
extension of these activities to about six additional valley counties as yet un- 
selected. 

While these activities are conducted primarily in the Tennessee Valley counties, 
most of them are cooperative efforts with the colleges and State agencies and 
consequently their influence and value is not confined to the watershed counties. 


WATERSHED DEVELOPMENT 


Mr. Ragsaut. In discussing tributary watershed development, you 
point out that the Parker Branch pilot watershed of 1,000 acres is the 
only watershed project in the United States where the effects of a 
stream on the development of the best land use, economically speaking, 
are being measured with research accuracy. Considering the innumer- 
able factors that could affect the results, do you feel that an area of 
this small size can produce answers that will have much practical 
meaning? 

Mr. Kiitpourne. Yes, sir, Mr. Rabaut, we certain)y do. This is a 
cooperative project operating through the North Carolina State 
College, in which they have two people stationed in the area, and this 
particular area in which Parker Branch is located is typical of much 
of the land not only in the Tennessee Valley, but throughout the 
South where we have small farms, many part-time farms of people 
working in industries and other places. As I recall it, in this 1,000 
acres there are about 39 farms and our hydrological engineers, have 
calibrated the watershed, measuring the rainfall, runoff, and sediment. 

After that was done, the North Carolina State College made a care- 
ful study of each of those farms and the land they had, and the use 
being made at the time; then that was put through a process which I 
hesitate to mention, because it sounds rather complicated, but they 
call it a linear program in which they consider John Jones’s farm, 
his preference with respect to farming operations, his land resources, 
money resources, and come up with 2 or 3 alternatives that would give 
him the best return having due regard for good watershed protection 
and soil protection. And from those 2 or 3 alternatives, he then se- 
lects a farming program which he puts into effect on that land. 

During the years the program is underway, the effects of the land- 
use changes are being gradually measured in terms of silt measure- 
ments, so that we will have for that stream a real test under practical 
farm operations of what the landowners themselves, with some techni- 
cal help, can do to get the optimum economic return consistent with 
good watershed protection. 

I think it will have tremendous value. It has already been visited 
by many experts in this field and we think it will have broad applica- 
tion throughout the whole Southeast as one way of getting at this 
problem of adjusting land use in such a way that the landowner can 
make an optimum income and still not jeopardize his soil and fill the 
streams with silt. 

Mr. Rasavt. That is very well and good; but how are you going 
to apply that to another area where you have different soil, topo- 
graphic conditions, and so forth? 

Mr. Kitsourne. I think the main value of this is the method by 
which this project was developed. 
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Mr. Rasaut. Then you are taking the methods employed here and 
trying to use those methods in another location entirely? 

Mr. KitBourne. That is right. 

Mr. Voce. May I say that during the last few years, as I am 
sure every member of this committee knows, there has been tre- 
mendous progress in bringing together the operating agencies of the 
Government, particularly the Bureau of Reclamation, the Corps of 
Engineers, the Department of Agriculture, and others with similar 
responsibilities for basin development. 

|! was myself chairman of the Arkansas-White-Red River Basin 
study conducted in the Southwest and great efforts have been made 
to coordinate those studies and get basic data which will assist in a 
solution of these very great problems. This study, which we are 
considering here, is on a small proving ground where methodology 
can be worked out and parameters obtained, and those parameters, 
| think, can be carried over almost directly to other watersheds. 
In general, we are after simplified methods which will produce results 
at a lesser cost and be of wider application. 


TOPOGRAPHIC MAPPING 


Mr. Rasaur. Last year, in regard to the topographic mapping p me 
cram, you said your program covered 770 quadrangles and that by 
June 30, 1955, approximately 80 percent of the work will have been 
completed with but 200 re maining to be completed. ‘This year, you 
state that 195 quadrangles remain to be completed. Does the com- 
pletion of five quadrangles represent vour work output program during 
the past vear, or has considerable work been done on the uncompleted 


quadrangles? 

Mr. WaGner. Work on those maps involves several steps which are 
done in sequence. Five quadrangles were completed, but there are 
others on which some additional work was done. First there is the 
serial-mapping job, the compilation job, then the drafting job, and 

forth. 

Mr. Ranaut. Is your estimate you made originally going to be met, 
would you say? You said you were going to do so much work; | 
presume it has been done, but has not been completely done, but 
probably an amount of the work has been done. 

Mr. Wacner. The amount of work contemplated in the budget will 
have been completed by the end of the fiscal year; ves, sir. 


REIMBURSABLE SERVICES 


Mr. Rapaut. Let us now turn to the title ‘Reimbursable Services.”’ 
We will insert in the record page 110 of the justifications. 
(The matter above referred to is as follows:) 


REIMBURSABLE SERVICES 


The 1957 estimate for reimbursable services is $2,427,000. These services are 
furnished at the request and expense of other agencies and in the case of Federal 
agencies are based on findings that the use of TVA’s facilities and technical staffs 
results in overall savings to the Government. Services for other Federal agencies 
are performed under authority of section 601 of the Economy Act of 1932. 

Included in 1957 are estimates for mapping services of $1,244,000 for the De- 
partment of the Army and $60,000 for the United States Geological Survey. 
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Also included is $489,000 for continuation of construction of a bridge over Watt- 
Bar Dam for which reimbursement is received from the Public Roads Administra- 
tion and the State of Tennessee in accord with Public Law 562. The balance of 
$634,000 includes loans of personnel and miscellaneous services for contractor; 
and other agencies. 

In addition to the estimate of $2,427,000, TVA performs services for the Depart- 
ment of Defense in connection with a classified facility. Costs for this defense 
activity in 1957 are estimated at $8,965,000 and are to be financed from working 
fund advances. In accord with prescribed procedures for allocated working funds, 
this amount has not been included in the total TVA budget. 


AFTERNOON SESSION 


Mr. Rasaur. I wish to ask a question off the record. 
(Discussion off the record.) 


ADMINISTRATIVE AND GENERAL EXPENSES 


Mr. Rasaur. We will proceed with the Tennessee Valley Authority. 
We will take up the section of administrative and general expenses 

and insert pages 111 through 124 of the justifications in the record. 
(The information referred to is as follows:) 


TENNESSEE VALLEY AUTHORITY 


ScuepuLe B-5.—Administrative and general expenses (for fiscal years ending 
June 30, 1955, 1956, and 1957) 











| 

| 
| 1955 actual 1956 estimate | 1957 estimate 

Expenses: | 
Board of Directors is | $88. 969 | $94, 000 $94, 001 
Office of the General Manager | ¥6, 480 135, 000 135, WOO 
Budget staff ' 87, 628 | 93, 000 99, 000 
Government relations and economies staff--..- | 137, 145 75, 000 100, 000 
Washington office 42, 525 49, 000 49, 000 
Information Office (including technical library service) 245, 989 175, 000 234, 000 
Division of Personnel | 869, 208 | 800, 000 827, 000 
Division of Finance_ 1, 315, 768 1, 295, 000 1, 325, 000 
Division of Law__. 311, 330 315, 000 327, 000 
Division of Property and Supply 554, 562 569, 000 510, 000 
Operation of medical and safety service nnits 423,914 450, 000 485, 000 
Other administrative and general expenses. 40, 765 63, 000 65, 000 
iin titinccekandisinttbbet en canesidinasis 4, 214, 283 4, 113, 000 4, 250, 000 
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Distribution of administrative and general expenses 


1955 actual 1956 estimate 1957 estimate 


A ppro- 
| priated 


Appro- 
priated 


Appro- 


Corporate | 
F priated 


Corporate Corpor: 


| 


Navigation, flood control, and power 
program, } } | 
Assets ; peurdineie |$1, 564, 807 $442, 087 $1, 025,000 | $658, 000 $321, 000 


Expenses: | | 
Navigation operations - _-.--| DO WEB he cctonics- 25, 000 |....--- 30, 000 | 
Flood-control operations -- --| 7, 535 F 10, 000 15,000 |...... 
Power operations ees | 1,243, 149 | 1,375, 000 | _ 500, 000 


Multipurpose reservoir op- | 1 


erations... __- | 155,972 | 103, 980 162,000 | 108, 000 180, 000 20, 000 


Total expenses __-.-- 184, 437 1, 347, 129 197, 000 | 1, 483, 000 225, 000 , 620, 000 
Fertilizer and munitions program: | 
Assets. ....- | 28, 981 | 27, 000 15, 000 40, 000 
Expense of fertilizer and muni- | | 
tions development __ 87, 069 292, 184 100, 000 310, 000 110, 000 330, 000 
Resource development program: | 
Expense of resource development. 43, 869 | 65, 804 44, 000 66, 000 50, 000 80, 000 
General service activities: 
Assets 
E xpense of reimbursable serv- | 
ices 
Working OD vice shirtirinianees 26, 836 | , 4 150, 000 
Other--_-- 325 |. ae 40,000 |__- fa 45, 000 


Total distribution y | ag 
funds... ‘mi he 912, 918 | 2, 301, 365 4 401, 000 | 2,712, 000 754, 000 3, 496, 000 








Total distribution _ - 4, 214, 283. 4, 113, 000 4, 250, 000 


ADMINISTRATIVE AND GENERAL EXPENSES (SCHEDULE B-—5) 


This budget category, administrative and general expenses, includes some of 
TVA’s most important managerial functions relating to program administration. 
It applies to the leadership and executive direction of the program as a whole; it 
embraces a variety of services performed for the benefit of all program activities: 
and it places at the command of every administrator and supervisor certain tools 
which are essential to the efficient conduct of program work. 

The total estimate for administrative and general expenses in 1957 is $4,250,000; 
the 1956 budget is $4,113,000; and actual expenditures in 1955 were $4,214,283. 
These expenses are distributed to the various projects and programs and are in- 
cluded in the program estimates shown in the statements and schedules through- 
out this book. The detail of these expenses by organizational units and by amounts 
distributed to programs is shown in schedule B—5. 

The 1957 estimate of each division has been carefully reviewed in order to hold 
administrative and general expenses to a minimum without jeopardizing the 
quality of services to operating programs. The fact that high-caliber adminis- 
trative services can save significant amounts of the taxpaye rs’ money is clearly 
demonstrated by a few specific examples. The Bureau of Employees’ Compensa- 
tion estimates that a single case of total permanent service-connected disability or 
death may involve a liability of more than $100,000 for compensation payable 
over the lifetime of the beneficiary. Even disregarding the cost in human suffer- 
ing, the value of a well-rounded program of accident prevention is obvious 

ast year the preaudit of 160,000 disbursement vouchers saved TVA $200,000 
noua the detection and correction of clerical errors and incorrect charges. 
Prompt handling of vouchers enabled TVA to take advantage of cash discounts 
exceeding $220,000 on approximately 40,000 vouchers. Together, these two 
amounts very nearly equal the total cost of all TVA auditing work. It is reported 
that turnover in the Federal service runs almost 25 percent a year and costs the 
taxpayers an estimated $500 per employee for replacement expenses; this does not 
inelude the valuable experience and know-how which are lost to the Government 
service with each separated employee. Personnel policies and practices have 
primary bearing upon the agency's employee retention rate; of its annual employ- 
ees, averaging 12,000 last year, TVA lost less than 8 percent through resignation; 


77044—56——__16 
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total separations were around 15 percent for all causes including reductions in 
force. 

In planning for the budget year, work assignments have been adjusted to achieve 
maximum utilization of present employees; and where adaptable, use of business 
machines is continually being enlarged to reduce cost of personal services, improve 
operations, and conserve manpower. Staff additions have been approved for a 
few significant areas of new or enlarged workload; where suitable, use of consult- 
ant services is planned for expert short-term help in lieu of adding permanent staff. 
Major changes in workload of ad ninistrative services are the following: Final cost 
reports and unit plant records must be prepared for the major construction projects 
recently completed. Reductions in construction forces as projects near comple- 
tion require processing of terminations and supplying data for unemployment 
compensation claims. Recruitment, placement, and training of operating and 
maintenance crews for completed facilities involve all the many personnel and 
fiscal actions necessary in securing new employees and seeing that they are prop- 
erly integrated into the work situation. Adequate health, safety, and other 
services must be provided to enable them to be productive and efficient workers. 
Advancing technology in electronic machines raises the question with all large 
organizations whether such equipment offers real opportunity of substantial 
operating economies. The size of TVA operations indicates the need to investi- 
gate the adaptability of electronic data processing machines to its particular 
activities. Staff assigned full time to this inquiry work with manufacturers on 
the capabilities of different type machines and consolidate information from divi- 
sions throughout TVA whose record and statistical work may be susceptible to 
electronic processing. There is growing nationwide concern over problens of 
older workers; TVA needs to give increased attention to questions of optimum use 
of its older employees, policies relating to conditions of retirement, and staffing 
of positions vacated by retirement. 

The work of each office and division participating in administrative and general 
expenses is described below. 

Executive direction and central administration 

The TVA Act vests the Board of Directors with all the powers of the Corpora- 
tion. The Board establishes general policies and programs, appraises program 
progress and results, and determines the basic organization through which TVA’s 
program objectives are accomplished, All the expenses incurred by the Board 
are charged to administrative and general expenses. These include the salaries 
of the 3 directors and 4 secretarial employees, costs of travel, charges for office 
space and equipment, communication, and other items of related cost. 

The General Manager is TVA’s principal administrative officer. He is respon- 
sible for the execution of programs, policies, and decisions adopted by the Board. 
The costs of his office are charged to administrative and general expenses and 
include salaries and expenses for himself, two assistants, and the TVA employment 
policy officer position established in conformance to Executive Order No. 10590. 
Also included are the costs of secretarial employees and operation of the adminis- 
trative files serving the Board as well as the General Manager’s Office and the 
specialized staffs discussed below. Organizationally a part of the General 
Manager’s Office and serving him and TVA as a whole in particular management 
capacities are the Budget Staff, the Government Relations and Economics Staff, 
the Information and Washington Offices. 

The budget process is essential to most management decisions. The budget 
brings together in one place all available relevant information about the agency’s 
activities, giving the executive decision-makers a clear-cut exposition of issues they 
have to resolve. The development of TVA’s budget program, consolidating work 
plans and estimates for all organizations and all functions, is the major responsi- 
bility of the Budget Staff. Integral parts of this process, of course, are formula- 
tion of budget policies, application of a TVA-wide system of budget procedures, 
and appraisal of program plans and of program accomplishments. The Budget 
Staff also maintains relationships with the Bureau of the Budget and takes part 
in the presentation of the budget program to the Bureau and committees of the 
Congress. The Chief Budget Officer heads the staff of six budget analysts and a 
clerical group of three. 

The TVA program next year involves the use of some $200 million counting 
both corporate and appropriated funds. In conducting a program of that size 
and variety, the General Manager and operating divisions must have facts about 
the economic current in which the program moves. Obtaining those facts and 
interpreting them is part of the work of the Government Relations and Economics 
Staff. The basic data come primarily from statistical series collected and main- 
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tained by other Federal agencies on a nationwide basis. The staff performs the 
research and analyses necessary to translate these data to a regional basis. The 
purpose of this work is to provide the TVA Board and staff information on econ- 
omie changes in the area; to identify the significance of changing relationships 
between industry, agriculture, mining, forestry, ete.; and to spot trends toward 
or away from urbanization and industrialization. 

TVA has, from the beginning, conducted its work with a view to achieving a full 
partnership of itself as a Federal agency with States and local agencies in the re- 
gion. In continuing to strengthen and extend working relationships with these 
groups, operating divisions need staff help thoroughly informed in the complexities 
of intergovernmental relations and skilled in the solution of administrative prob- 
lems. This is the second type of staff service available from the Government 
Relations and Economics Staff. 

Good technical library services bring high returns for the amount expended for 
them. They save time of executives, scientists, engineers, and other professional 
personnel. They provide needed information for all employees more quickly than 
individuals can locate it for themselves. The extent to which these benefits can 
be realized depends not upon a collection of books and technical journals but upon 
the reference and research services of a trained library staff. The provision of 
technical library services in TVA is the largest single function of the Information 
Office. A staff of 10 people can make available to TVA employees as a whole the 
full advantages of its library resources which include some 45,000 books and 
62,000 pamphlets, documents, and Government publications. This basie stock 
can be augmented by interlibrary loans, thus avoiding duplication of materials. 

Answering questions about the TVA program is another major function of the 
Information Office. These inquiries, averaging over 1,000 a month, come from 
Members of the Congress, other public officials and agencies, and from the general 
public and the press. The Information Office responds to these requests; pre- 
pares TVA’s annual report to the Congress, as required by law, and assists in the 
preparation of other TVA reports; and arranges schedules of persons who visit 
the valley to study TVA. 

The Washington Office is the point of contact between TVA and the Executive 
Office of the President the Congress, and Federal agencies with headquarters in 
the Nation’s Capital. 

Management services 

The several divisions listed in schedule B—5 serve management in many ways. 
The head of each division is the principal aide to the General Manager in a par- 
ticular professional capacity. The staffs of the divisions develop procedures and 
maintain standards for TVA as a whole in the various aspects of administration; 
and provide the legal, personnel, fiscal health and safety, and other services 
common to all TVA functions and organizations. In short, these divisions provide 
specialized management tools to all levels of operation in TVA. 

The General Counsel is the legal adviser to the Board and serves as Secretary 
of the Corporation. The Division of Law provides all legal services necessary to 
TVA activities, including the conduct of litigation as well as legal services compa- 
rable with those performed in other Government agencies; i. e., providing legal 
advice, preparing contracts, deeds, and other documents. The scope and variety 
of TVA’s activities require extensive legal services in many fields. The fact 
that TVA operates the largest power system in the country, carries on extensive 
chemical operations, conducts a varied program of resource development activi- 
ties, and prosecutes its construction program with its own forces indicates the 
volume and complexity of TVA’s legal problems. 

The Division of Law is responsible for keeping the organization advised of the 
impact of legislation adopted or proposed. Since TVA’s work is carried on in 
7 States, this means keeping in touch with the activities of 7 State legisiatures 
as well as of the Congress. Legal work in connection with legislative matters 
is particularly heavy at the present time and is expected to continue to require 
large amounts of staff time and travel in the coming year. Litigation, including 
condemnation actions, also accounts for a large part of time of the legal staff. 
General litigation includes cases involving the enforcement of contracts, personal 
injury and damage suits, and title and trespass matters. 

The Comptroller heads the Division of Finance and is the special aid to 
management on matters of accounting, financial records and reports, and the 
receipt, custody, and disbursement of TVA funds. He maintains relationships 
with the United States Treasury and the General Accounting Office. The 
Division of Finance performs the accounting, auditing, and disbursing functions 
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necessary to the conduct of TVA’s business and to comply with legislative and 
executive regulations which govern the handling of funds. TVA’s system of 
accounts is the basic framework for all these services. It is designed to provide 
management with current and detailed cost data for use in planning and con- 
trolling financial activities and in measuring accomplishments in terms of related 
costs. These data, reported monthly, include amounts of revenues and expendi- 
tures by functions, by organizations, and by objects. Thus, the system serves 
both accounting and budgeting needs; it conforms to generally accepted account- 
ing standards and fulfills the requirements of the Treasury Department, the 
General Accounting (Office, the Federal Power Commission, and the Bureau of 
the Budget. 

To comply with section 14 of the basic act, TVA must keep its plant accounting 
records in accordance with the Federal Power Commission uniform system of 
accounts. This involves the use of a work-order system which shows the nature 
of each addition to or retirement of electric plant, the source or sources of the 
total cost thereof, and the electric plant account or accounts to which charged 
or credited. Under section 13 of the act, TVA makes payments in lieu of taxes 
to those States and local governments in which TVA carries on power operations 
and in which it has aequired properties previously subject to State and local 
taxation. The formula for allocating these in-lieu payments uses power invest- 
ments by State location and, within some States, by counties and incorporated 
towns and cities. These investment allocations are made from TVA’s plant 
accounting records. 

A considerable volume of plant accounting work must be done upon completion 
of construction activities. This involves rendering final cost reports, preparing 
unit records, transferring work in progress to completed plant accounts, and 
other related activities. Plant records must be maintained as long as the property 
is in existence. Work required in continuing unit records increases with the age 
of the property; the older facilities become, the greater is the frequency and 
scope of plant replacements. Total plant in service now exceeds $1.7 billion, and 
by the end of fiscal year 1956 it will be in excess of $2 billion. The major portion 
of construction done in the past few years has been steam plants. Establishing 
and maintaining plant-unit records for steam-generating stations is more difficult 
than for hydro because steam plants are much more complex structures and 
contain a much greater number of property units. 

Auditing, both pre- and pest-audit, examines all financial transactions including 
revenues, payrolls, employee leave and travel, contracts, and agreements. It 
also includes review of accounts, financial statements, and systems of internal 
control. Purchases for steam plant operation and maintenance create a sub- 
stantial workload for voucher auditing. The inventory of repair parts for each 
major steam plant will range from 7,500 to 10,000 items, including such things 
as conveyor belts, boiler tubes, bulldozers, valves of all kinds and sizes, motors 
of many descriptions, cables, bearings, armatures, and so on. Coal purchases 
totaled $47 million during 1955 and at year end, deliveries were being received 
at the rate of over 14.5 million tons from many mining points in 5 States; in 
1957 coal purchases are expected to total 18 million tons from at least as many 
locations for delivery at the several different steam plants. Vouchers must 
be audited for both purchases and transportation of coal. Total voucher audit 
workload in the budget year will involve examination of about 135,000 vouchers 
(exclusive of payrolls) having a value of approximately $130 million. The level 
of disbursing work will require issuance of nearly three-quarters of a million 
checks and almost a quarter of a million United States savings bonds. 

The Director of Personnel is management’s chief adviser in the field of employee 
relations—in matters concerning the 17,000 men and women employed by TVA 
He represents TVA in negotiations with employee organizations and in relation- 
ships with other agencies on matters of employment. Traditionally regarded 
as the hiring and firing function, good personnel administration, in both public 
and private practice, must now provide to operating management many other 
services between the employment and termination extremes of an organization’s 
dealings with its employees. To convert manpower into a competent, productive 
work force requires expeditious recruitment and careful selection of employees; the 
organization of employees into efficient, interested, and informed work groups; 
the creation of a work environment in which each individual can, and wants to, 
contribute the best of his ability to achieving the agency’s program goals 
Well-rounded and thoughtfully conceived personnel policies are fundamental to 
all of this. Careful application of these policies and skillful supervision on the 
job do the rest. The Division of Personnel has primary responsibility for the 
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former and provides staff assistance and consultation on the latter to all operating 
managers from division heads through all levels of supervisors even to the squad 
nosses. 

Good labor relations make a significant contribution to keeping work on sched- 
ile and doing it economically. TVA handles relations with organized labor groups 
through formal agreements and working arrangements with 15 international craft 
unions and 5 unions of white-collar workers. The Division of Personnel performs 
the research and makes the surveys preparatory to formal negotiations with these 
groups and handles other matters of mutual concern with them. Closely akin to 
these relationships and a valuable supplement to them is the employee-manage- 
ment cooperative program, one important phase of which is the fostering of work 
improvement practices. Last vear there were 87 of these groups throughout the 
TVA organization; they received and evaluated over 2,100 suggestions of ways 
f doing particular jobs better, quicker, or cheaper; improving physical work 
conditions; promoting safety and health; and improving employee relations. The 
‘ooperative conferences and committees have helped to stimulate employee pur- 
chases of United States savings bonds through payroll deductions and share in 
PV A’s present distinction of first place among large Federal agencies in the buying 
if bonds. 

Personnel staff services are facing some new problems as the number of em- 
ployees operating completed steam plants increases. In the past TVA has not 
had so large an operating foree working on a three-shift basis. These are per- 
inanent employees, not a short-term group as are construction employees. As 
-uch, their work schedules and work conditions, pay rates, recruitment, training, 
ind retention are matters of considerably different character than are policies 
ipplicable to construction workers. To make a good beginning in labor relations 
m these operating jobs will pay dividends in future employee-management 
cooperation. 

Recruitment, certification, and appointment of these employees for power 
perations are the responsibility of the area employment offices at Knoxville and 
Chattanooga, Tenn., and Wilson Dam, Ala. These offices also serve all operating 
ictivities in those cities and surrounding vicinity. They draw on the occupational 
registers maintained in the central office in Knoxville which examines and processes 
applications, makes security investigations, and checks references. This office 
also executes and records all personnel actions and prepares periodic statistical 
reports on employment and other special reports as are required. 

Concern for employees’ health and safety is a good business investment in three 
dimensions: protection of human life, insurance against damage of property re- 
sulting from accidents, and reduction of injury compensation costs. Occupational 
hazards to employee health and safety come from two principal sources. They 
‘ome from the work environment and they arise out of deficiencies in the workers’ 
health capacity. Preplacement medical examinations, immunization services, 
periodic health examinations, prevention of accidents, medical and engineering 
control of occupational injury and disease hazards—all of these conserve trained 
manpower and contribute to employee efficiency and productivity on the job. 
In TVA, both medical and safety services stress prevention. Medical services 
identify health conditions which disqualify employees for particular kinds of work 
or which indicate undesirable response to factors in particular operations. Health 
problems thus detected are called to the employee’s attention enabling him to 
seek early treatment by his personal physician. Safety services eliminate or 
control dangerous working conditions and teach employees to form safe work 
habits and to use safety equipment properly. 

In order to effectively prevent occupational disease it is necessary to study 
and evaluate potential problems in the job situation such as the effect of coal dust 
and noise on health, the effects of exposures to radiant heat and to other harmful 
elements present in the work environment. With large numbers of employees 
working in chemical and power operations, TVA must get facts and be intelli- 
gently informed about the work environment and about the worker’s health 
condition when he goes into it. This is the only practical way to prevent or 
control harmful exposure to employees and to protect against false and unjustified 
claims of alleged harmful exposure. The experience of industrial and business 
organizations elsewhere in the Nation clearly demonstrates the importance of 
preventing disability from coal dust, noise, and other hazards. These organiza- 
tions have been faced with payment of millions of dollars in claims for damage 
to health, some of them valid, many apparently not clearly valid but nonetheless 
‘ostly. 
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As power operations expand, increased time and attention must be given to 
investigating and controlling occupational hazards in the steam plants; these 
relate chiefly to noise and coal dust. More employees are placed under the 
professional medical care of the three area health offices at Knoxville, Chatta- 
nooga, and Wilson Dam. The steam plants are work locations removed from 
these principal centers of employment concentration; thus the health officers 
will need to travel to each of them on a regularly scheduled basis. In the budget 
year, two additional health officers will provide the flexibility and mobility of 
professional personnel necessary to provide essential services for these employees 
working at widely separated locations. 

The Director of Property and Supply is the principal adviser to the General 
Manager and operating divisions on matters relating to property management, 
acquisition and disposal of land, transportation services, and office services and 
methods. The Division of Property and Supply makes available to all TBA 
organizations specialized staff services on selecting space, planning lay-outs of 
furniture and equipment, and organizing flow of work to secure the most efficient 
arrangement for office operations. The office methods staff carries on a con- 
tinuous office supply and equipment conservation program and evaluates new 
office products and machines for possible application within TVA. It sets stan- 
dards for office forms, reproduction services, and filing and disposition of records. 
The care and storage of all manner of reports, correspondence, and other papers 
can be needlessly expensive in space and salary costs; for this reason, a good 
system of records management consistently applied conserves both time and 
money. 

The Division of Property and Supply operates central mail rooms in the three 
principal office locations (Knoxville, Chattanooga, and Wilson Dam) and provides 
messenger services for the delivery of interoffice mail. Annually, over 2 million 
pieces of mail are received from outside TVA; approximately 11.5 million pieces 
of interoffice mail and 3,000 telegrams are handled a year. 

The estimate for other administrative and general expenses covers primarily 
the cost of the annual audit made by the General Accounting Office. 

Mr. Rasavr. I note that the estimate for the Government relations 
and econor nic staff jumped from $75, so to $100,000. What causes 
this 334 percent increase over fiscal year 1956? 

Mr. Wacner. If you look at 1955, Mr. Chairman, you will see 
there was a very substantial reduction from 1955 to 1956. We have 
found that the 1956 level of expenditures has not enabled us to do 
some of the work which we expect of that staff, so in 1957 we are 
asking a partial restoration to the level of expenditures in 1955. 

Mr. Rasaut. Did vou limit your work in 1956? 

Mr. Waaner. No, sir; we just didn’t get as many of the analyses 
made as we wanted and needed. This staff has the job of keeping 
us advised about the current economic situation in the valley in order 
to help us plan, carry out, and appraise the results of our various 
programs. It prepares information as to income trends in the valley 
by major economic groupings, the status of State and local govern- 
ment finances, and so forth. 

Mr. Rasaur. What will be your expenditure for this item? 

Mr. Wacner. For 1956? 

Mr. Rapavut. Yes. 

Mr. Wacner. We do not have the actual 1956 figure since the 
year is not yet finished. 

Mr. Rasaur. How about 1955? 

Mr. Wacner. Actual expenditure in 1955 was $137,000. 

Mr. Rapavur. Actual expenditure? 

Mr. Wacner. Yes, sir; the proposal for 1957 is $100,000. 

Mr. Rasaur. Was this the proposal for 1956 which is listed here? 

Mr. WaGner. That $75,000 is the approved budget for 1956. 

Mr. Rasaur. You don’t know how much of it you have spent? 
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Mr. WaGner. We will spend all of it or substantially all of it. 

Mr. Rasavur. Have you any figures as of any date as to how much 
you had spent? 

Mr. WaaGner. Yes, sir; as of March 31, that is for 9 months, 
had spent 79 percent of the budget, $59,341. 

Mr. Ranaut. According to last year’s justifications it was $100,000 
estimated. Iam looking at page 107. 

Mr. WaGner. I believe our congressional estimate, the estimate 
which came to you last vear, was for $100,000. That item was 
eliminated in the House, I believe, and the Senate restored $75,000, 
and that was agreed to. 

Mr. Rasaut. Now you have used only—— 

Mr. WaGner. We have used 79 percent of it in the first 9 months 
of the year. It was necessary with that reduced budget to reduce our 
staff, and we lost some people who will be very hard to replace. They 
were experienced in our work. 


Coat-Buyine Po.icies 


Mr. Rasaut. I note that your coal purchases will total 18 million 
tons. On March 1 a Member of Congress stated that your coal-buying 
policies are unsound, and he quoted an article which stated that there 
was a dangerous shortage of coal stockpiled at some of your plants. 
Would you comment on this? 

Mr. Vocet. I will be very glad to, sir. That accusation originated 
with a gentleman in Nashville who inserted a series of paid advertise- 
ments in some of the regional newspapers, and as far away as Chicago. 

Mr. Rapautr. Was he in the coal business? 

Mr. Voareu. He had been in the coal business. Apparently he has 
retired. I don’t know whether he still owns coal lands or not, but | 
think he does. 

Mr. Wacner. He does, sir. 

Mr. Voce. The accusations were rather broad and sweeping but 
boiled down they indicated a fear on his part that the TVA was moving 
in a direction of creating an emergency whereby they would be justi- 
fied as a Government agency to step in and in some manner confiscate 
coal fields, thereby going into the coal business. 

I can assure this committee that there is no such intent in the minds 
of those who are on the Board of the TVA or those who comprise its 
staff. 

There was an emergency of a kind, it is true. We build up coal 
stockpiles for the same reason you build up stockpiles of any com- 
modity, to meet emergencies. 

As you know, and T think as 1 brought out before this same com- 
mittee at the time of the hearing on the supplemental appropriation, 
we had drawn down our lakes in the late fall as winter approached, 
conforming to established practice, and as indicated by our rule 
curves, in order that the reservoirs might be well drawn down and 
have sufficient capacity to store water which could create a potential 
flood hazard as the spring progressed. 

As that was done we looked forward to the rains in January, which 
never came. As a result of that we were faced with the necessity of 
putting many of our older steam plants into commission, operating 
those on a much less efficient basis than we were able to operate our 
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newer and larger plants. We were also forced to operate all steam 
plants on an around-the-clock schedule, so that some of the coal 
piles became well depleted. This was the time when photographs 
were taken to show that there was an emergency. 

Well, it is true there was an emergency. But since that time we 
have bent every effort to rebuild those stockpiles and the situation 
has been improving very rapidly. Today we are in a pretty good 
position. 

I think any fears anyone may have that we are trying to set TVA 
up in the coal business are entirely unfounded. 

Mr. Rasavurt. How often have you had a similar experience to the 
one you just told about, where you lowered the level of these res- 
ervoirs and then discover you didn’t get a rainfall to fill them? 

Mr. Voge. This was the worst situation of record, I believe. 

I might ask Mr. Kampmeier to go a little further in his memory 
than | can go to see if be knows of anything quite equal to it. 

Mr. Kampmerer. Every now and then we have periods of unprece- 
dented droughts. When we do we learn something more about what 
can happen to the drawdown of the reservoirs. But, as General Vogel 
said, this was a unique situation. 

We had, in a 40-day period beginning in December and continuing 
into January, approximately one-eighth of normal rainfall. Normal 
rainfall in a period of that length at that time of vear would be about 
6% inches. Once in 40 years, the records indicate, you will get as 
little as perhaps 3% inches of rain in such a 40-day period. We 
had only 1 three-quarters of an inch of rain in those 40 days, so you can 
see Low unusual that situation was. 

Mr. Rasaur. Under a situation such as that, which you cannot 
eats vou naturally turn to the use of coal. Have you some sort 
of a yardstick which vou go by as to keeping your stockpile re- 
ple ie d? 

Mr. Kampmeter. Yes, sir. 

Mr. Ranaut. How could you get the complaint? How could this 
complaint be made if you had kept a stockpile replenished? 

Mr. Kamemeter. Our stockpiles were, of course, gradually dwin- 
dling during the fall and winter drought. We reduced our stockpiles 
from the summer of 1955 to the end of this period of drought by about 
40 percent. That is, we drew out of storage about 40 percent of the 
coal that we had had in storage the preceding summer. 

Apparently some of our critics felt that was an excessive drawdown 
and was putting us in a position of risking our ability to continue to 
carry our load. 

Mr. Ranaut. What sort of transportation furnishes your coal to 
vou? 

Mr. Kampmeter. Rail, barge, and truck. Approximately half of 
it reaches the plant by barge, some of that traveling the entire dis- 
tance from the mine by barge and most of it traveling part of the way 
by rail, truck, or both. 

The predominant movement of coal, in the total movement from 
the mines to our plants, is by rail. 

Mr. Rasaurt. You could move it, then, during any season of the 
vear? 

Mr. Kampmerer. Yes. We have no need, as some utility systems 
do, of building up a stockpile against seasons in which they are unable 
to move coal. 





Mr. Rasavur. Continuing further regarding this coal matter, 
another article charged that you are paving $1.50 a ton in extra 
freight for coal while mines in the immediate area of the Kingston 
plant are shut down for a lack of orders. 

Mr. Kampmerer. That, sir is a completely erroneous and un- 
founded statement. 

We were obtaining from the coalfields in the vicinity of the Kingston 
plant all the coal which was being offered to us there at the time. 
We supplemented that supply with rather minor amounts of coal 
brought up the river from other locations, and that coal which was 
brought up the river was brought up on an economically competitive 
basis. We did not pay any such costs as are referred to there, in 
the way of extra costs. 

There was more freight cost, of course, on the coal brought in from 
a distance, but the total delivered cost was competitive. 

Mr. Voesu. I might add there, Mr. Chairman, that TVA follows 
the basic policy which I think ts the only practicable one to follow 
in any Government operation. It solicits bids in connection with 
coal purchases and then makes awards to the lowest bidde: 

Only when we are not able to obtain all of our needs in that manner 
do we go out occasionally and make additional purchases in line with 
those bids which have been previously received. 

Mr. Rasaur. A while ago you said you were familiar with the 
criticisms which have been made. They were brought forcibly to 
our attention so we want to bring out one further charge which has 
been made: That you are letting long-term contracts to users without 
producing mines and companies with no financial responsibility. 
Would you care to speak about those allegations? 

Mr. Kampmeter. I would be glad to comment on that, too. 

We feel that the record will show that the performance by TVA’s 
coal suppliers has been quite good. I will not say as good as we might 
like, because it has happened that within the last several months, 
in the vicinity of Kingston, several of the —— contracts which we 
entered into proved to be instances where the bidder had been overly 
optimistic about the time schedule on which he could build up produc- 
tion. He fell down in meeting the schedule. But by and large 

Mr. Ranaut. Are there pe nalties in those contracts? 

Mr. Kampmerer. Yes, indeed. I was going to comment on that. 

Mr. Rapavut. Have you collected on them? 

Mr. KampMEIER. We have collected on some and are in the process 
of collecting on others. 

Mr. Rasaut. You say trying to collect. Aren’t they of such a 
responsibility that you can collect? 

Mr. KampmerErR. We hope they are. The corporations concerned 
are in some instances challenging our right to collect from them. 

I first want to make the point that we have on the average received 
about 95 percent or more of all the coal for which we have contracted, 
so that what we are speaking of are exceptions rather than the rule. 

There are always, of course, exceptional cases. 

Mr. Rapaut. You see, among the charges they made they said 
that you are making contracts with those who do not have mines. 

Mr. Kampmeter. That is not correct 

Mr. Rasavrt. That is not true? 

Mr. Kampmerer. That is not true— 
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Mr. Ranaut. And they also refer to the fact that you have con- 
tractors with no financial responsibility. While this is only a small 
percentage of your coal business, as you just admitted, nevertheless 
they do not say what the percentage is. However, if you are not 
able to collect from them then that part of it must be true. 

Mr. Kampmeter. I think it is still an unfounded charge. Let me 
explain, if I may. 

Mr. Rasavur. All right. 

Mr. Kampmerer. Before we enter into a contract with any bidder 
we seek to determine what his financial standing is as well as what 
his resources of coal are. 

If a company has a good financial rating in the established business 
guides which indicate financial ratings, we take due account of that. 

However, rather than content ourselves with that we also require 

bond of each supplier. He must provide a bond to protect TVA 
on his deliveries. 

Mr. Rasaut. Every one? 

Mr. Kampmeter. Every one of them, with only the very fewest 
exceptions, made at our option in cases where experience has shown 
over a period of years that a supplier supplies so regularly and so 
dependably that we are willing to save ourselves the cost of a bond. 

Mr. Rasaut. Are any of those suppliers listed among this group 
which do not feel they should meet their responsibility now and pay 
for any nondeliveries? 

Mr. Kampmeter. No, sir. The ones who are delinquent are 
suppliers whose deliveries were covered by bond, and we are looking 
to the bonding company as well as the contractor to make good. 

Mr. Rasavur. Is there any truth to the charge that there is some 
thought of your turning to natural gas? 

Mr. Kampmerer. We use natural gas in only one of our plants, 
and that is the old steam plant in Memphis. 

Mr. Rasaut. Where is that gas made? 

Mr. Kampmeter. That gas is produced in the Southwest and we 
purchase it from the Memphis Light, Gas and Water Division, which 
in turn purchases it from the Texas Gas Transmission Co. 

Other than that we use coal in all of our steam plants. 

We did seek some 5 years or more ago to make a gas contract which 
appeared to be favorable for the partial supply of fuel for one of our 
plants, but we were not able to complete the arrangements. 

Other than that I am not aware of any instances where we have 
sought to purchase gas. 

Mr. Rasaut. Located as you are there in the coal region, you 
are not far from it, are you? 

Mr. Kampmerger. No. We are favorably situated with respect to 
coal and we would expect coal to be our 

Mr. Rasavut. Near delivery? 

Mr. Kampmetrer. That is right. We would expect coal to be the 
predominant fuel. 

Mr. Puiuurrs. Perhaps the question could be worded a little differ- 
ently and we might get a clearer record. Instead of asking, “‘Are you 
making contracts?’’ perhaps you should ask, “Did you make con- 
tracts?’ 

Did you make contracts with people who had no mines, no financial 
backing, no standing in the ordinary business sense, people who would 
come in and bid on a contract of that magnitude? 
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Mr. Kampmerer. Mr. Phillips, the practices which we follow today 
are essentially the practices we have been following for several vears. 

We have been gradually looking harder and harder at the cireum- 
stances in the individual case because we found that 5 years ago, or 
thereabouts, there were a few instances of small contracts which we 
had taken on faith 

Mr. Puriurpes. That is a matter of comparison as to how small it is. 

Mr. Kampmerer. Then let me try to define that. I don’t have 
exact figures before me and therefore I didn’t try to be precise. 
However, I was referring to a few individual contracts for, let us say, 
$20,000 worth of coal a month, or some such quantities as that. 

Mr. Puiuurps. It is a fact, is it not, that those contracts were given 
io former employees of the TVA and to people who had no financial 
responsibility otherwise? 

Mr. Kampmeter. As far as I know no contract was given to former 
employees of TVA. There were some contracts given to folks who 
had limited experience in the coal business but who had coal properties 
acquired under option and who had experience in other commercial 
operations. 

Mr. Patties. Like keeping a country store, for example? 

Mr. Kampmerer. Possibly, although I don’t recall any such. 

Mr. Paiuurps. Running a honky-tonk, for example? 

Mr. KampMEIER. I recall that term, sir, because the Chicago 
Tribune made quite a play of that reported incident. 

Mr. Puruuips. It is all a matter of record and I didn’t want to revive 

. I thought Mr. Kampmeier was making a very generous 

Mr. Rasaur. Off the record. 

(Discussion held off the record.) 

Mr. Puituips. The other thing I was going to suggest, if vou change 

the tense of another question you asked, find out how long it has been 
that TVA has been requiring performance bonds on these. 

Mr. Rasavr. All right. Answer that question. 

Mr. Kampmerer. Mr. Phillips, speaking from memory, I would say 
that it has been practically a hard and fast rule for 3 or 4 vears. This 
covers the period since our coal use has increased markedly. 1 would 

say perhaps 95 percent of all the coal TVA has bought has been bought 
inder contracts requiring performance bonds. 

Mr. Puiuuips. My point is that I think it is laudable of the TVA 
to make a correction but the record was very clear a few vears ago that 
they were not conducting the coal buying or coal contracting accord- 
ing to the procedures which vou were giving Mr. Rabaut as the present 
procedure. Is that right? 

Mr. Kampmerer. To a degree, sir. This committee had a hearing 
ut one time, some few vears ago, as I am sure you recall, where this 
was discussed at some length, and I will not undertake to try to speak 
from memory with regard to those points. 

I believe the record speaks for itself, however. 

Mr. Putturps. This advertisment that you referred to, Mr. Chair- 
man, stated, and I quote not from the advertisement, although it is 
here, that “TVA issued a statement about February 1, 1956 that it had 
75 days supply of coal at the Kingston plant and on February 24, 
1956, which was 3 weeks later, TVA stated that it had 40 days suppl 
of coal at all plants.”’ 

I simply ask, did the TVA issue those statements? 
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Mr. Kampmeiger. The TVA did not issue those statements. Those 
statements are twisted representations of the statements that TVA 
made. 

Mr. Vocet. I might clarify that simply by stating it this way: 

The statements were not made to the press by our technical people. 

However, I think that some such figure was given by our public 
relations group; and their response was to an inquiry about the rate of 
depletion considering current burning and resupply. 

Mr. Puiuurps. Is your public relations man here? 

Mr. VoceEt. No, sir. 

Mr. Kampmerpr. May I expand on that? I believe there is a 
misunderstanding there. 

Mr. Rapavut. Go ahead and tell about it. 

Mr. Kampmerer. The public relations man in question discussed 
these statements with me before they were made and therefore I wish 
to take responsibility for them. 

First with regard to the 75 days, the statement was made, and it 
was very clearly made, that at the rate at which the stockpile was 
being drawn down, taking into account, Mr. Phillips, the receipts 
as well as the burn, that that rate of drawdown if continued would 
exhaust the stockpile in 75 days. 

That was a completely accurate, and, I think, clear statement. It 
was misquoted in the advertisement. 

Secondly, the statement with regard to the 40 days’ supply was to 
the effect that the total quantity of coal in all TVA’s stockpiles was 
equal to the amount of coal TVA expected to burn in the next 40 days, 
and that too was entirely correct and also consistent with the figures 
which are reported regularly by the Federal Power Commission as to 
average stockpiles elsewhere, State by State. 

Mr. Ranaut. What about these pictures? Are these trick pictures 
of the different activities and showing no coal in the coalyards? 

Mr. Puiuuips. That was the full page advertisement showing aerial 
photographs of the coal piles. 

Mr. Kampmerer. Perhaps your eyes are better than mine but | 
was not able to tell from the pictures where the coal was or where it 
was supposed to be. However, I can give you detailed figures on how 
much coal was on the ground at any plant on any day. 

Mr. Puruures. According to your own records you had 432,655 tons 

Mr. Rasaut. We have to get to the floor to vote. 

Off the record. 

(Discussion held off the record.) 

Mr. Taser. I wonder if someone could take a pointer and show 
me where these steam plants are? 

Mr. Kampmeter. Yes, sir. Take first the plant mentioned here, 
the Kingston plant. It is on the upper reaches of the Tennessee River. 

Coming down the river, we have a steam plant here at Watts Bar 
Dam, one at Widows Creek in northeastern Alabama, the Colbert 
and the old Wilson Dam steam plant in northwestern Alabama, the 
Johnsonville steam plant in western Tennessee, and the Shawnee steam 
plant on the Ohio River downstream from the mouth of the Tennessee. 

Mr. Taser. Are there others? 

Mr. Kampmeter. Yes; the John Sevier steam plant in eastern Ten- 
nessee, and the Gallatin steam plant, which is still under construction 
and has not yet begun to burn coal, on the Cumberland River. 








Mr. Voce. Did vou mention Kingston? 

Mr. KampMErEr. Yes, sir. 

Mr. Taser. Where are the coal mines with reference to these plants 
vhich need coal? 

Mr. Kampmerer. The coalfield from which we receive perhaps 
more coal than any other is that in western Kentucky. It occupies 
an area of approximately this size in western Kentucky [indicating 
with pointer]. Then, more or less part of that same general coalfield, 
s the southern Illinois coalfield, some 50 miles north of the Shawnee 
steam plant. 

The coalfields in the eastern part of the area include the southern 
portion of the east Kentucky coalfield, and the extension of that 
coalfield down into east Tennessee in this general area [pointing] 
north of Kingston. ‘There is some scattered coal along the Tennessee 
River from there down to southeastern Tennessee, where you will find 
the southern Tennessee coalfield. The Alabama coalfield, from which 
we receive limited amounts of coal, is centered at about this point 
near the so-called Warrior area in Alabama. 

[ should also mention the coal in southwestern Virginia, which is 
part of a coalfield contiguous to that of eastern Kentucky, and from 
which we are beginning to get coal in recent months for the John 
Sevier steam plant. 

Mr. Taser. | wish we could put in the record some kind of map 
which would show that. 

Mr. KampmMErEeR. We can, sir. I have one here. 

Mr. Raspavur. Let us see it. 

Mr. Taper. It may not be possible to insert it in the record. 


Mr. Ranaur. We can get it in if you want it in. 
(The map referred to follows:) 
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LOCATION OF STEAM PLANTS 


Mr. Taser. This is what I was struck by in connection with this 
matter: There has not been as much judgment shown in connection 
with the locating of these steam plants as there might have been by 
putting them next door to a mine. That is supposed to be the most 
modern way of developing that sort of thing. I have had the idea 
that you have not been following that. 

Mr. Kampmerer. Mr. Taber, we wish the geography were such 
that we could come a little closer to following that practice than we 
have been able to. 

Our steam plants are located for the most part on the Tennessee 
River itself, and there are no coal mines of any consequence located 
adjacent to the Tennessee River. 

We have the choice either of locating the steam plants on the river, 
where there is an abundant supply of cooling water and easy trans- 
portation of coal from a variety of sources, or of trying to find a loca- 
tion adjoining mines but necessarily at some distance from the river 
and in all probability at a location where adequacy of water supply 
would be an extremely difficult problem costly to overcome. 

Mr. Taser. All of these large plants that have been built for the 
atomic-energv setup, like the one near Paducah and the other one in 
the Ohio Valley are right next door to coal mines, aren’t they, or 
awfully close? 

Mr. Kampmeter. No, Mr. Taber. There are two powerplants 
which supply the AEC Paducah plant. One is the steam plant built 
by Electric Energy, Inc., at Joppa, Il)., and the other is the one built 
by TVA—the Shawnee steam plant. They are practically across the 
tiver from each other, so each is essentially as close to the coal mines 
as the other. 

Mr. Taser. How far away are they? 

Mr. Kampmerer. Roughly 50 miles from the coalfields. 

| believe I am correct in saying that the average distance for trans- 
portation of the coal is shorter to those plants than it is to the plants 
that have been built by the Ohio Valley Electric Corp. to serve the 
Portsmouth plant of the AEC. 

Mr. Taser. How far are they? 

Mr. Kampmerer. I would not want, without checking that, to speak 
with any claim of precision, but I do know that some of the cheapest 
coal bought by the Ohio Valley Electric Corp. is to be brought out on 
the Green River from a point—roughly where this pointer is—in 
western Kentucky. It has to be brought about 100 miles up the 
Green River into the Ohio, and then a considerable distance up the 
Ohio to the power plant in question, so the distance certainly is very 
much in excess of 100 miles, but I don’t have an exact figure. 

Mr. Rasavut. At these various places, how many days would you 
last with your coal supply which you claim is 40 days if no deliveries 
were bel ‘Ing made to those ple ces during that pe riod? 

Mr. Kampmerer. The 40-day figure, Mr. Rabaut, is intended to 
mean that if there were no coal whatever coming in that the supply 
would last 40 days. 

The 40-day figure— 

Mr. Ranaut. Is that the true meaning of the phrase as we are 
ising it here today? 
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I notice at times you say ‘‘based on the rate of receiving the coal.”’ 

Mr. Kampmeter. Yes, sir, in the case of the 75-day figure which 
was referred to. I would like to explain that it differed from the 
40-day figure for that reason. 

The 75-day period was stated as being the length of time that 
the Kingston stockpile would last if it continued to be drawn down 
at the rate it was then being drawn down, taking receipts into account. 

The 40-day figure on the other hand, is an average—— 

Mr. Ranaut. It just seems to me that when you are quoting a 
70-day period or a 75-day period and a 40-day period you ought to 
be using the same yardstick when you are talking to a committee of 
Congress. We are not looking for technicalities in an explanation. 
We are looking for a statement of fact. 

If you say we have 75 days of coal, it means you have 75 days of 
coal in the stockpile, not what you are receiving. It is 75 days 

If you have 40 days it is 40 days vou have in the stoc kpile. 

Mr. Kampmeter. I agree. 

Mr. Ranaut. According to your statement the 75 is not under the 
same circumstances as the 40? 

Mr. KamMpmerer. Let me explain. 

Mr. Rasavut. I don’t see how you can explain it except to say you 
are using two different standards of measurement. 

Mr. Kampmrrer. We are; let me explain how that happens. 

The reference to 75 days came up here this morning only because we 
were accused in an advertisement—referred to here this morning 
of using a misleading figure. 

The 75-day figure is not the way we normally would refer to the 
stockpiles. The w ay it occurred in the first place is that a newspaper- 
man—on a newspaper in the vicinity of the Kingston steam plant 
called one of our people and said, “‘We understand that your stockpile 
is going down fast. Do you expect it to continue to go down that 
fast?” 

We said no, not indefinitely. If we did it would run out sooner or 
later. 

He said, ““How long would it last at the rate it is going down?”’ 

We said, “Taking into account the coal coming in, the coal we are 
burning, and the way it is going down?” 

He said, “Yes.”’ And that is when we gave that figure. 

That was picked up in other stories. Next it appeared in this 
advertisement completely out of context and coabiiletae misquoted. 

The figures we attempted to give in response to all general i inquiries 
were in the same terms as the figures which the Federal Power Com- 
mission publishes every month for the power systems in all States, 
and that is in terms of how many days you get if you divide the current 
rate of consumption into the number of tons in storage, taking the 
system as a whole. 

Among the things we were criticized for is that we were alleged 
to have said that the 40- day figure was true of each plant. That was 
not the wording of the allegation, but it was the implication 
that we were trving to create the impression that we had a 40-day 
supply at each plant. The statement was, | think I have the state- 
ment here, but never mind 

Mr. Puiuurrs. | think the statement referred to Kingston. 

Mr. KampMetgr. No, the 40 was an average for all plants. 
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Mr. Puiturpes. The 75 days referred to Kingston? 

Mr. Kampmeier. The 75 days referred to Kingston. 

Mr. Puiuuips. Forty days to all plants? 

Mr. Rasaur. Your explanation now is very understandable, but 
when we started to talk about this we did not get this explanation. 

Mr. Putiuuirs. | still think there is a catch here that I do not under- 
stand, and I think it might be cleared up in continuity. 

Was your January rate of use a reasonably normal rate? 

Mr. Kampmeter. No, sir; it was not. 

Mr. Puuuuips. Was that the maximum rate? 

Mr. Kampmerer. Our January rate of use was the maximum rate. 
We were burning coal more rapidly in sips than we had at any 
time before, than we have any time since, or than we anticipate doing 
any time in the next few years. 

Mr. Parmurpes. The next question would be, Mr. Chairman, should 
vou not be accumulating coal stockpiles on a basis of a probable or 
possible maximum use? 

Mr. Kampmurer. Mr. Phillips, we did. 

Mr. Puruures. You say you did. You also say that the Federal 
Power Commission puts out figures, and vou accept them. On the 
basis of the Federal Power Commission figures divided by vour use 
in Jonuary, your average use in January, vou had 16 days supply on 
hand at Kingston on February 1, not 40 like you told the chairman. 

Mr. Kampmeier. I did not say there were 40 days supply at 
Kingston. I did not say and would not sav, because it would be 
incorrect to say, that there were 40 davs’ supply at Kingston. 

Mr. Raspaur. What did you say? 

Mr. KamMpmeErER. For the system, as a whole. We made the state- 
ment that at the rate we expected to burn coal during the coming 
weeks we had for the system as a whole a total quantity of coal equal 
to the amount we expected to burn in the forthcoming 40 days. 

Mr. Puriures. Which I suggest is a meaningless statement because 
what they had on the other side of the system is not going to heat 
the boilers at Kingston and on March 1 you had 8 days’ supply at 
Kingston, not 16, and on April 1 you had 12 days’ supply. 

Mr. Evins. Will the gentleman from California vield? 

Mr. Puiturrs. Yes. 

Mr. Evins. Does the gentleman want a large stockpile of coal for 
TVA or do you want the Agency to run short? 

Mr. Puiuures. I want him not to run short. He is running short. 
| do not have to ask him to do that. I think this is a matter of 
testimony. At no time in this testimony has he given those figures. 

Mr. Ranaut. What explanation do you give, for instance, for the 
low stockpiling of the coal at Kingston and how would it be efficient 
to the svstem to be caught there with 12 days’ supply? 

Mr. KampmErerR. Do not let me be interpreted as suggesting that 
it was a desirable situation. I do not say it was. I am saying that 
we endeavored to provide 

Mr. Ranaut. What stre ‘ngth does that condition give to your state- 
ment that you had 40 days’ supply? Suppose that went down in 8 
days or 12 days, whatever that amount of coal was according to the 
official report; what good is the 40 davs’ supply for the whole system 
when these units are widespread? 
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Mr. Kampmerer. Mr. Rabaut, one of the reasons why these figures 
were being sought by the press was that we were being accused in 
these advertisements of something that was not so. The advertise- 
ments said that power systems elsewhere find it imperative to main- 
tain stockpiles of 80 to 120 days and that TVA’s stockpile was such 
and such at various plants—much smaller figures. 

Now, then, if figures are going to be compared they ought to be on 
a comparable basis. I refer you, for example, to the reports of the 
Federal Power Commission as of January 1, as of February 1, and 
so forth. Those figures are given by States. FPC showed that as 
against the stoc kpile on Janu: ary 1 for the State of Tennessee of 40 
da ays—and Tennessee has very few steam plants in it that are not 
TVA steam plants, and Kingston is among them—that the stockpile, 
for example, in New Jersey was 47 days; in Massachusetts it was 44 
days; it ranged all the way from as low as 23 days in Wyoming to as 
high as 135 days in Wisconsin. 

Now, therefore, it was not true, indeed it was completely mislead- 
ing to say—as the advertisement did—that power systems find it im- 
perative to maintain stockpiles of 80 to 120 days. Furthermore, it is 
completely misleading to compare any such figures with figures which 
were computed for the advertisment on a different basis for TVA. 
We were doing our best to quote figures which would be on the same 
basis as is commonly used in the industry, namely, dividing the total 
supply for the sy stem by the current daily ‘consumption by the system 
and arriving at a resulting number of days’ supply. That would 
make the TVA figures comparable with the figures published by the 
Federal Power Commission for States all over the United States, 
which showed that stockpiles elsewhere ranged from substantially less 
than TVA’s to several times more than TVA’s. No two systems 
agree on how much coal ought to be in stockpile at a given time, but 
all systems agree on why stockpiles are there. They are there so that 
if you need them you can use them, even if you draw themnearly 
empty. That is what we did as others do. 

Mr. Rasavur. Your area has an advantage over some of the areas 
quoted. 

Mr. KampMErEr. Yes, sir; in that it is not necessary for us to main- 
tain as large a stoc kpile as a State which depends on transportation 
on water that is frozen several months of the year. 

Mr. Rasavt. Off the record. 

(Discussion off the record.) 

Mr. Evins. General Vogel, with respect to the coal supply situation 
is it not true that you are in a position where you cannot win either 
way you go on some of these propositions? Your policy, as [ under- 
stand it, is to distribute and disperse the procurement of coal to as 
large a number of producers as possible and not to grant all of the 
contracts to one monopoly ¢ "08 al interest; is that not substantially one 
of your policies in this area 

Mr. Vocet. I can put it simpler than that, Mr. Evins. We buy 
where we can buy in the best interests of the Government and the 
people—the cheapest. 

Mr. Evins. TVA is not only criticized by the monopoly coal 
interests, but also criticized by the coal miners and labor unions at 
times because you do not pay as high a price as they would like for 
you to pay. 
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Mr. Voce. Yes, we have had some of that criticism. 

Mr. Evins. You are being criticized by the large coal interests and 
also being criticized by the labor and coal-mining interests, union 
interests? 

Mr. Vocet. Yes, sir. 

Mr. Evins. In other words, you are trying to buy the coal in the 
best interests of the Government at the most reasonable price possible. 

Mr. Vocru. That is what we hope to do. 

Mr. Putuures. That in a sense was my question, because I thought 
the record showed the TVA bought its coal on bid. 

Mr. Evins. TVA buys its coal on a competitive bid basis, as I 
understand it, and from widely distributed sources. 

Mr. Putuurrs. How can you say they try to spread it over where it 
will do the most economic good? 

Mr. Evins. I asked General Vogel if it was not their policy to not 
concentrate purchases all in one hand. 

Mr. Vocrt. We buy where we can buy cheapest. 

Mr. Taser. Do you pay attention to the competitive bids and grant 
the contracts to the lowest responsible bidder? 

Mr. Vocret. Yes, sir; on a basis of heat units as measured in the 
coal as sampled. Not necessarily on a basis of tonnage, but of heat 
content of the coal, B. t. u. content. 

I would like to say one thing in this connection which may help 
clarify the situation. You can realize, when you put a steam plant as 
large as the one at Kingston suddenly into operation in an area that 
it may have a jarring effect on the local economy. Here is the largest 
steam plant in the world going suddenly into operation in an area 
where it is necessary to obtain coal reasonably nearby. That coal is 
to be found in the east Tennessee field, but those mines had not been 
developed. They are small mines; they have not been developed to 
the point that they have a large amount of machiner v with which to 
work and the operators are finding it difficult to get into production 
fast. 

We think that this situation will improve as time goes on. As a 
matter of fact, those - our stockpiles which, as we have said, became 

creatly depleted in January, have been building up gradually all 

through March and April. Th ey are still not to where we would feel 
we are on Easy Street, but they are daily getting better and even at 
Kingston I believe we now have around 25 days’ supply. 

Mr. Evins. In other words, you have not run short or run out of 
coal and your stockpile is now being rebuilt, and you are purchasing 
at the lowest cost and at the most economical cost in the interest of 
the Government regardless of criticism both of coal-mining unions 
and the large coal-mining interests? 

Mr. Vocei. That is our intent. 

Mr. Murray. May I have one question? 

Mr. Rapaur. Yes. 

Mir. Murray. When you are purchasing coal by virtue of competi- 
tive bid, do you do it on an annual basis? 

Mr. VoGceL. No; we do it on a basis of, you might say, anticipated 

heed. It is not even whi at you would call seasonal, but antic ipating 

iperiod ahead where the need will occur, we try to time our advertise- 

Nents so as to be ahead of that. 











Mr. WacGner. Invitations to bid are issued indicating that we 
intend to buy approximately so many tons per week and indicating 
the various locations, and suppliers are asked to offer as much coal as 
they wish. On any one invitation awards may be made to several 
suppliers, as many as we need to take, going from the lowest bidder 
on up in order to supply the amount of coal we need to get on that 
particular occasion. 

Mr. Kampmerer. As to the terms of those contracts, they are 
generally from 1 to 3 years. 

Mr. Murray. I understand. In other —— you try to foresee 
your full requirements for a period of 3 years and predicate vour 
competitive bid contract on the basis of requirements; is that 
right? 

Mr. Kampmerer. We try to foresee at least a portion of our coal 
requirements that far in advance so that we can make some contracts 
for periods as long as that. However, we invite new bids at intervals 
normally of 3 or 4 months, sometimes oftener than that. Each time 
we will enter into additional contracts for 1 to 3 years’ duration, so 
that there is a sequence of new contracts being made and of old 
contracts expiring practically all the time. 

Mr. Murray. Mr. Chairman, that is all the questions I have on 
this. 

Mr. Raxsavut. I do not know if you were here when we talked about 
the amount of coal. The purchases in 1957, coal purchases, are 
expected to total 18 million tons. We are not talking about anything 
small. This is a big piece of business. Go ahead. 

Mr. Wurrtren. One thing that might clarify some of this is that the 
TVA buys its coal on competitive bid, but buying it in not too large 
quantities, breaking up the submission of proposals for various loca- 
tions within the TVA svstem, they accept the lowest bid. Anybody) 
can see, if the TVA were to let one contract to supply its whole opera- 
tion, the effect would be to give a monopoly of the business to one 
contractor; so they try to have the benefits, as I understand it, of 
competitive bids by advertising at various times. A large numbe! 
of contracts provides a degree of spread among suppliers on a com- 
petitive bid basis. 

Mr. Vocrx. I am glad you brought that point up. It raises 
another point we should make clear. I do not want the committee to 
go away with the feeling that we have said we buy all our coal on a 
competitive bid basis because that would not be correct. We try to 
buy most of our coal on a formal competitive bid basis, but we also 
make certain purchases on a spot basis and I think Mr. Kampmeir 
had better tell you how we do that. 

Mr. Ranaut. Tell us about the spot purchases. 

Mr. Kampmeter. With regard to spot coal I believe the point that 
General Vogel intended to emphasize was the type of purchas 
arrangement. 

The spot bids are not handled with the same prolonged period 0! 
advertising, waiting to open bids, and so on, as the term bids. ‘The 
term bids that we invite at intervals, as we were just explaining to 
Mr. Murray, are invited several weeks in advance so that there ' 
ample time for the supplier to develop a term proposal. 
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In the case of the so-called spot coal we give the suppliers in the 


eas Of service an opportunity, at least once a month and normally 


ice a month, to offer coal for delivery within the next 30 to 60 days. 
Mr. Rapaur. Offer it for delivery? 

Mir. Kampmeier. Yes, by competitive bidding, but we do not 
jure sealed bids or a long period of advance notice. It is announced 


ut bids will be opened on a given date, say the first of the month, 


id then after a period of about 7 days thereafter we will begin buying 
oal from among that which has been offered, on the basis of low 


competitive bids. 


\ir. Rapaut. The spot coal purchases, are they usually at a lesser 


figure or a greater figure than your other purchases? 
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Mr. KaMPMEIER. The *y are most likely to be at a little lower price, 
t often they are at very nearly the same figure. The spot coal tends 


to follow the market for term coal. 


\Ir. Rapaut. It is a relief for people with coal and you take ad- 


vantage of the market by saying ‘‘we would like to get some spot 
coal at this time.” 


\lr. KAMPMEIER. That is correct, sir. One of the purposes that 


serves is to take care of the situation of a producer who is building up 
a temporary surplus, may even have cars loaded on the track which 


is having trouble disposing of. 
\[r. Ranaut. And he can save on demurrage? 
\fr. KampmeteR. Yes, for he can sell on short notice in that way. 


TVA COAL SUPPLY 


Perhaps before we leave the coal I should hand you a chart that 


ight interest some of the members of the committee. 


Mfr. Ranaut. We will put this chart in the record, without objection. 
The chart is as follows:) 





Pe _ Fe ee S| 





FOS VSOR Ad-D 
AIddNS Y3IMOd 4O NOISIAIO 


HONVYB S13N4 


SUYV3A YVONI IVD 





000000! 





HLNOW/SNOL 


260 





SNOILIGNOD OMGAH 
TWNRION BONN NUMG y 





0000002 0002 


A1ddNS 1WOD SVWAL | 





261 


Mr. Rasaut. What is this TVA coal supply in the calendar years 
from 1953 to 1956? 

Mr. Kampmerer. That chart shows in a heavy line the amount of 
coal received from month to month and the lighter line is the amount 
burned. 

You will see, first, how rapidly the coal use has built up. 

Mr. Rasavut. The space in between is your stockpile? 

Mr. Kampmermr. Yes, sir. The space where it is shaded is coal 
being added to stockpile and where it is open coal is being taken out 
of stockpile. You can see what happened during the winter of 
1955-56; the burn went up sharply and coal receipts dropped off a 
couple of different times, so stockpiles were drawn down. 


MAIL 


Mr. Rasaut. Now, we are going on. I note that annually we 
receive over 2 million pieces of mail from outside TVA. Could you 
briefly give a breakdown of the composition of this mail load? 

Mr. Waaner. In general, Mr. Chairman, this mail comes from 
the general public who have questions about TVA. Some of them 
have criticisms about TVA. The letters also come from Members 
of the Congress, they come from the State agricultural colleges, from 
departments of State government. I suppose that our mail receipts 
are about as varied as the population of the United States. 


INVENTORIES 


Mr. Rasavut. Let us turn to “Inventories” and insert into the 
record page 125 of the justifications. 
(Information referred to follows:) 


INVENTORIES 


Inventories are estimated to increase during 1957 by $1,772,000, of which 
$1,769,000 is for power inventories and $3,000 is for chemical inventories. ‘The 
increase in power inventories includes $679,000 for supplies of coal at additional 
steam units being placed in operation and $1,090,000 for power materials and 
supplies required in the operation and maintenance of the additional facilities in 
service in the power system. The increase of $3,000 in chemical inventories 
reflects a minor change in the value of raw materials and supplies expected to 
be on hand at the end of the year. 

Mr. Rapaut. I note that your inventories are estimated to increase 
»y $1,772 . Your table C in the budget, “Sts ent of financia 
by $1,772,000. Y table C in the budget, “Statement of financial 
condition,’’ indicates an increase of $1,579,000. Is there some reason 
for the $193,000 difference that we appear to be overlooking? 

Mr. Waaner. Mr. Ellis is familiar with those tables. 

Mr. Rapaut. Very well. 

Mr. Exuis. The difference represents income from the sale of obso- 
lete inventories, Mr. Chairman. ‘The statement C is a balance sheet 
and the change which you note there is a net change after sale of 
inventories, as well as use of them. 

Mr. Rasaut. Where do you find $193,000? 

Mr. Euuis. The $193,000 figure itself does not show up in the 
budget, I believe. It is included in an income figure appearing on 
page 5 of the justifications. There is a miscellaneous category of 
income near the bottom of page 5, which includes $193,000 of income 
from the sale of inventories. 
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Mr. Waaner. The $193,000 is not separately listed, but under 
current income there is an item headed ‘Miscellaneous, ” shout two- 
thirds of the way down the page and the proceeds from the sale of 
retired plant and other miscellaneous receipts includes the $193,000 
from sale of inventory materials. 

Mr. Rapavt. Is there no place here where you make reference to 
this $193,000? It is quite a big sum of money. 

Mr. Waener. It is not shown in these tables as a separate figure; 
no, sir. 

Mr. Voce. That would appear in our annual report. 

Mr. Ranaut. We will now turn to general questions. Are you 
representing Mr. Kirwan this afternoon? 

Mr. Wurrren. [ am representing the Chairman, Mr. Cannon. He 
asked me to come down to serve in his absence. 

Mr. Ranaut. If you have any questions, we will hear you. 

Mr. Wurrren. Out of the graciousness of vou seaiicabient of the 
committee I am sitting here. I will pass asking any questions at 
least at present. 

POWER GENERATING UNITS 


Mr. Evins. Mr. Chairman, this is the second trial run of your 
Board before this committee this year, is it not? 

Mr. VoGE.. Yes, sir. 

Mr. Evins. Previous testimony has been given in recent weeks 
with relation to $3.5 million supplemental item which has not been 
approved yet. 

Mr. Voceu. So I understand. 

Mr. Evins. Previous testimony was based upon the fact that the 
Bureau of the Budget recommended this money to begin the John 
Sevier steam plant, and also the recommendation embraced the 
building of two new units at the Johnsonville steam plant, did it not? 

Mr. Vocet. Yes, sir. 

Mr. Evins. Going back just a little bit further the Board a vear ago, 
had considered, had it not, recommending to the Bureau of the 
Budget six units to take care of the needs of the area? 

Mr. Voces. I believe that is correct. Without refreshing my 
memory I would agree with vou. 

Mr. Evins. In any event the Board did recommend to the Budget 
3ureau for the present budget under which we are now operating 
four new units; is that correct? 

Mr. Vocer.. | do not recall that right now. 

Mr. Evins. You testified to that effect during the supplemental 
appropriation hearings. 

Mr. Vocet. I am sure it is correct, if I so testified to it at that time. 

Mr. Evins. Although the Budget Bureau did not approve that 
recommendation they recommended an alternative plan which, after 
a long fight, resulted in a cancellation of the so-called Dixon- ‘Yates 
proposal by the President. Is that not correct? 

Mr. VoceEt. I personally fail to see how this ties in. 

Mr. Evrys. I am endeavoring to develop the background so I can 
show the long range and repeated recommendation of your agency of 
the need and necessity for funds to take care of future power growth 
needs of the area. 
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Mr. Voceu. I think there is no question about the point that our 
agency has to make very long range prognostications. We certainly 
can go along to that point. 

Mr. Evins. You made those “‘prognostications’” to use your ter- 
minology. They were not carried out last vear and sy year the 
Budget Bureau recommended a supplemental item of $3.5 million to 
aid in the ultimate building of three new needed units. 

Mr. Voge. That is right. 

Mr. Evins. And this latter request has not yet been approved. We 
have now before us the regular budget for next year and the new funds 
requested in this budget 1s the lowest recommendation of new funds 
for TVA at any time in its history; is it not? 

Mr. Voce. Yes; I think that is correct. 

Mr. Evins. This new budget only makes request for new funds for 
$5,375,000 and none of that is for building of new generating units or 
power capacity? 

Mr. Voce. That is correct, for the reason, as I indicated earlier, 
that we are still hopeful of congressional action on revenue bond issues. 

Mr. Evins. That is the point I am trying to reach. In case there 
is no action on the revenue bond situation—and this is in May now; 
we are quite advanced in this session of Congress—and in the event 
the funds are not approved, which have not thus far been approved, 
what would be your situation? 

Mr. Voce. There would be a possible power shortage at the end of 
1958 and that would have to be met by some other means. 

Mr. Evrns. You state in your justifications, General Vogel, that 
generating units now under construction were planned to provide for 
system power requirements through the calendar year 1956 with a 
‘modest reserve.’’ Would vou please tell the committee just exactly 
how modest is this reserve in terms of kilowatts? 

Mr. Vocret. The reserve amounts to approximately 300,000 kilo- 
watts. 

Mr. Kampmerer. At the end of 1956. 

Mr. Evins. Your budget for the next fiscal year would provide 
TVA with only a 300,000 kilowatt reserve. Does that take into con- 
sideration the ‘supplemental request which has previously been before 
this committee 

Mr. Vocru. The supplemental would have no effect at the end of 
1956. 

Mr. Evins. That would be the picture at the end of 1957, if the 
supplemental is not approved? 

Mr. Vocet. That is right. It would have an effect on power capa- 
bilities by the end of 1957; in which case, with those units in, we 
would have a very small reserve in the system. 

Mr. Evins. With the units you would have a very small reserve 
and without the units there would be a power shortage? 

Mr. Voceu. That is right. 

Mr. Evins. Now, General, it is understood that approximately 50 
percent of the power produced by TVA goes for defense installations, 
at the Atomic Energy Commission, Oak Ridge and Paducah; the 
Air Engineering Development Center, Tullahoma; and the Redstone 
cuided- ‘missile installation, at Huntsville, Ala. Is TVA operating on 
such a modest margin that if demand for power in these important 
defense installations were only slightly increased it would endanger 
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the efficiency of these vital defense installations? Does not this 
possibility exist? 

Mr. Voce.. We have taken into account what we believe to be the 
anticipated needs of those installations and surely in the face of a 
shortage such as we experienced at the peak of this past winter, we 
would make our curtailments from industries where we have inter- 
ruptible power contracts rather than from Government agencies. 

Mr. Evins. I take it, General Vogel, you have conferred with 
officials of the AEC regarding their future power needs? 

Mr. Voce. Yes, we have. 

Mr. Evins. Has a similar investigation been made with respect to 
the AEDC and the guided-missile installation at Huntsville, Ala.? 

Mr. Kampmeter. We try to keep informed on their needs as far in 
advance as they can tell us about them. 

Mr. Evins. What would be the effect, Mr. Chairman, on TVA if 
these defense installations were prompted by an international situ- 
ation to a sudden demand, let us say, of a 20 or 25 percent power 
increase? Would TVA be able to supply it? 

Mr. Voce.. No, we would not be able to meet any such increase 
as that. 

Mr. Evins. The only way you would be able to approach supplying 
it would be to cut off power from industry, from consumers, munici- 

palities, co-ops and others; would that be your method? 

Mr. Voce. Presumably so, yes. Although we would also make 
every effort to obtain additional power from private producers in the 
vicinity and I might point out in that connection that in the past we 
have made considerable such purchases. 

Mr. Evins. The reason for my question is obvious because of your 
statement that your budget is based upon a very modest reserve 
I am concerned about how this modest reserve will affect our area 
needs because of our defense installations and because we know of 
the increased power demand generally in the area. 

Can it be reasonably concluded from your statement in the present 
justifications that TVA power is being operated on a “shoestring” 
margin? 

Mr. Voce. I would say we are operating within a very modest 
margin. Considering the size of the system and the variety of gen- 
erating facilities, I think that we can afford to operate on a somewhat 
lesser margin than a smaller private power organization could afford 
to operate on. I think you can see that we have reserves in the very 
size of the generating facilities, the very size of the system that we 
operate. 

Mr. Evins. It is certainly your view and hope that the funds 
requested in the supplemental budget for the three new units in the 
system will ultimately be approved? 

Mr. VocE.L. We certainly do. 


Use or REVENUES 


Mr. Evins. General, what is your view with respect to the hue and 
cry we hear about disallowing TVA the right to use its corporate 
funds, reserve funds, which have been accumulated from profits? 

Mr. Voceu. I think the matter is very readily resolved by 1 of 2 
means. The suggested method we made here some time ago was to 
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appropriate the $3.5 million and thus solve the problem or if there is a 
question beyond that it would be a very simple matter for Congress to 
declare its approval of the utilization of corporate funds. I think it 
is recognized there is some doubt about the existing authority, at 
least there are two sides to the question and as long as such doubt 
exists it could be dispelled quite readily by a positive action on the 
part of Congress. 

Mr. Evins. We hear a lot of talk that TVA should stand on its 
own feet; “let TVA stand on its own feet” her enemies cry. It has 
now reached the position where, at least for a temporary time, TVA 
could stand on its own feet, if it were not blocked in the use of corpo- 
rate funds; is that not correct? 

Mr. Voce. I do not think it is correct. When you say for a limited 
time, I suppose I would have to agree with you but I feel that it would 
be entirely impracticable to operate TVA and meet the obligations of 
the future entirely on a basis of the utilization of revenues. “The only 
way that could be accomplished would be by increasing the rates so 
that the income might thereby be increased. 

Mr. Evins. We also hear a lot of testimony that TVA should be 
kept responsible to the C ongress TVA is responsible to the Congress; 
is it not in your opinion? 

Mr. Vocet. As a Government corporation I feel it is definitely 
responsible to the Congress and should remain responsible to the 
Congress. 

Mr, Evins. TVA makes its annual reports to the Congress; you, 
as chairman, come before legislative committees when requested; you 
appear before the Appropriations Committee at least once a year and 
sometimes more; so TVA is in fact responsible to the Congress. 

\M{r. Voce. I think the question there would be on whether or not 
Congress would be given an opportunity to approve the actions of 
TVA in advance of those actions being taken. 

Mr. Evins. Do you not think that responsibility is a two-way 
street, that the Congress also has a responsibility to the people of 
this Tt ate area that is dependent upon TVA for its source of power 
supply? 

Mr. Vocex. I would not want to define the responsibilities of Con- 
gress. I think that is for Congress to determine. 

\{r. Evixs. I am not asking you to define it, but I am saying that 
since we heard so much hue and ery about TVA being responsible to 
Congress, I am asking you, under the present situation where the 
people of an extensive area are dependent upon TVA for its source of 
power supply that the Congress also has its responsibility under the 
law in this connection with this Government agency in its relation 
to the people? 

Mr. Vocrei. Yes; I feel that the Tennessee Valley Authority has a 
definite responsibility to meet the demands within the region, and I 
would certainly hope that the Congress would find some means 
eH ereby we can find it possible to meet those obligations and responsi- 
vilities 

Mir. Wuittren. Would the gentleman yield? 

Mr. Evrys. Yes. 

\{r. Wairren. General, you do agree that unless TVA can have 
available to it from some source funds to put in these new units, that 
you do face a power shortage in the area by the end of 1958? 
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Mr. Voce. The President’s budget has made that very clear. 

Mr. Wuitren. You agree with that; that it is so? 

Mr. Voce... Yes. 

Mr. Wuirten. Further in that connection, when you look around 
you to other utilities that serve other territorial areas, none of them 
but what are having problems of projecting their own power needs 
into the future and they, in turn, are trying to get built up to where 
they can meet theic own area needs; is that right? 

Mr. Voceu. Actually TVA’s problem is the same problem that con- 
fronts every power organization, private or public, in the country. 
We are growing at a rapid rate and I think the average annual rate of 
growth is about 10 percent over the entire United States. 

Mr. Wuirren. If my friend will permit me one further question 
involved in this power need: There will be a shortage, you say, by 
1958 unless there are additions to the generating capacity. About 
the only way that need could be met in time would be by adding units. 
You could not meet it yourself if you had appropriations and had to 
put in new projects or if you bought it from private utilities they 
could not provide it by building new facilities—I am talking about 
timing. The only way you can complete it in time to meet the 
apparent shortage is adding units to existing establishments? 

Mr. Vocgeu. We have even gone so far as to point out particular 
units, in particular unit 4 at John Sevier and 7 and 8 at Johnsonville. 

Mr. Wurtrren. Thank vou. 

Mr. Evins. General, you did ay that the budget request for 
all operations of TVA for the next year, which does not include any 
funds for added power, is the ane appropriation request in the 
history of this agency? 

Mr. VoceE.. Yes, sir. 

Mr. Evins. The $5 million budget is certainly reduced as contrasted 
to $188 million and $120 million in recent years? 

Mr. Vocet. That has been brought out; yes, sir. 


SURPLUS LAND 


Mr. Evins. Now, General, on page 28 there is an interesting state- 
ment regarding the sale of lands of the TVA. Will you please tell 
us again just what is planned in the way of selling the real estate of 
the agency? 

Mr. Voceu. You mean as to how that will be done? 

Mr. Evins. How many acres and when you propose to dispose of 
this acreage? 

Mr. Voacex. That is the land at Norris Reservoir, of which we have 
18,000 acres above the 1,044 elevation. And because we do not feel 
it will be necessary to operate that reservoir above that elevation, and 
because it would be a burden to retain that, we desire to sell it back to 
the public at an estimated amount of about $630,000. 

Mr. Evins. You have determined that 18,000 acres of land is sur- 
plus to your needs. It is not an effort to liquidate TVA, but this is 
land that, in your opinion, is surplus to the Authority’s needs. 

Mr. VoceEt. I think we can get a lot of people to say that that 1 
true. 
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CHEMICAL FACILITIES 


\lr. Evins. There has been considerable comment lately concern- 

x TVA’s chemical—research plant at Muscle Shoals, Ala. Will you 

‘plain to the committee what is going on at this center for the record 

as far as you can, and how this project relates to the national-defense 
effort? 

Mr. Vocex. There is a close relationship, as I stated early today, 
between the research into the elements of nitrogen and phosphorus 1 In 
their relation to fertilizers and munitions of war. In peacetime we 
operate our research center primarily for fertilizer development, but 
we always keep an eye to defense needs. And I would like to point 
out that after World War II when no longer needed for munitions, we 
turned those plants to fertilizer manufacture, always bearing in mind 
they could be reconverted to the manufacture of nitrates for war. 

In the Second World War, there was great need for elemental 
phosphorus, and the plants which had been ae phosphorus 
for fertilizer were converted, within a single day, to the production of 
war materials. During the Second World War, we produced approxi- 
mately 60 percent of all elemental phosphorus used by the Armed 
Forees and since between that time and the Korean conflict there had 
developed much greater commercial needs for phosphorus, we found 
it necessary to produce almost 100 percent of the elemental phos- 
phorus used by the Armed Forces during the Korean war. 

The work going on now at Muscle Shoals is coordinated very closely 
between our people and the representatives of the Chemical Corps 
and we are actually operating their plant at the present time in that 
vicinity. 

\ir. Evins. Your budget request for this work is limited to the 
amount of $1,238,000. Is this correct? 

\ir. Voce. I believe that is correct. 

Mr. Evins. We have had very considerable testimony concerning 

fertilizer program. I think it should be emphasized that a great 
— States outside of the TVA area benefit from this program, and 
rriculture generally and also American industry benefits, in that 
T VA has turned over free to indus try some 70 or more patents which 
they have developed in TVA’s studies. Is that a correct and fair 
statement of the situation? 

\M{r. Vocet. That is correct as I recall it; ves, sir. This has proved, 
ve feel, a stimulus to the fertilizer industry. 1 was saying the other 
day that in effect one thing we are doing is to produce the samples 
which industry needs to get farmers to using their product. 

\fr. Evins. And not only do the farmers benefit all over the 
country, but American industry benefits as well? 

\Iir. Vocex. The fertilizer industry. 

\fr. Evins. And the amount of fertilizer produced is negligible in 
comparison with the production of fertilizer m the Nation? 

Mr. Vogri. About 2 percent, I believe. 


FOREST RESOURCE DEVELOPMENT 


\fr. Evins. Concerning the reforestation program, the President 
is recommended an extensive soil bank proposition and this com- 
has initiated action to provide funds to implement it. One 


the main features of that is a seedling program, or to do a lot of 
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reforestation work and take land out of production. Tell us about 
what work TVA does in this regard and how your work has been 
curtailed. 

Mr. Voaet. I do not think it has been curtailed particularly. 

Mr. Evins. Well the budget has certainly been reduced for this 
work, and one of your plants has been closed. 

Mr. Voce. This present budget would increase our production of 
seedlings by 3.3 million more trees over last year’s budget. 

Mr. Evins. Which one of your nursery seedling plants is closed 
at the present time? 

Mr. Voce. The one at Muscle Shoals. 

Mr. Evins. TVA has one at Clinton, Tenn., and one at Muscle 
Shoals, Ala.? 

Mr. VocgEt. Yes, sir. The one at Muscle Shoals was closed some 
time ago. 

Mr. Evins. The proposed budget for this work is $129,000 for next 
year. 

Mr. Voce.. That nursery at Muscle Shoals was closed in 1954. 

Mr. Evins. In other words, one of your nursery plants is closed 
and the President has recommended an extensive soil bank program 
to be implemented by the planting of seedlings, to take land out of 
production, and notwithstanding these facts one of your plants for 
this purpose remains closed. 

Mr. Vocet. That was done in 1954 and the President has recom- 
mended an increase in the production of seedlings at the nursery 
which is in operation at Clinton. That being the most efficient and 
effective one to operate, we prefer to operate it on a full-time basis, 
rather than to do a lesser job with two. 

Mr. Evins. There have been considerable reports and considerable 
press comment to the effect there are insufficient seedlings to reforest 
the acreage which will be taken out of production 

Mr. Voce.. I am trying to make clear by repetition the fact that 
this budget increases the number of seedlings by 3.3 million trees. 

Mr. Evins. Sometimes it is helpful and necessary to be repetitious. 
Would you be able to reopen the Wilson nursery plant with this 
amount of money? 

Mr. Voce. No; that has been closed. It was closed in 1954. 

Mr. Evins. Did you ask for this amount of money, or did you ask 
for a greater amount of money for this purpose? 

Mr. Voce. This is the amount which was asked for. 

Mr. Evins. Could you reasonably use $40,000 or $50,000 more in 
this work in the next year? 

Mr. Voce. I think we would prefer to stick with the budget we 
have. It has been very carefully considered. It was recommended 
by our people who know the most about the needs of the valley and the 
needs of the program, and this is their recommendation. 

Mr. Evins. Several of my colleagues seem to be very much in- 
terested in this item. 

Mr. Voce. May I ask for a consultation with our man who is 
responsible for this program, Mr. Kilbourne? 

Mr. Evins. Yes. 

Mr. Kitsourne. This budget was developed before the idea for 
the soil-bank program came into being, and we have been working 
closely with the Department of Agriculture, supplying them informa- 
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tion on what potential increases we could make if and when the soil- 
bank tree program does materialize. As of now, the provisions in it 
with respect to tree planting are still uncertain. 

Mr. Evins. That is the Department of Agriculture plans? 

Mr. Kinpourne. Yes, sir. 

Mr. Voce. I might say, too, in this connection, that we do work 
closely with other agencies of the Government in trying to meet 
their needs and for some years we have been supplying seedlings to 
the Corps of Engineers. 

Mr. Evins. The general information abroad is that there are not 
enough seedlings to take care of the big demand and won’t be enough 
to take care of the demand. 

Mr. Voceu. Of course that is in part a responsibility of the State; 
and the States cooperate in this program with us. We would like to 
do everything possible to get the States to assume an even greater 
responsibility. 

Mr. Evins. You have not asked for any more funds, and you 
have not answered my question—Could you use more funds for this 
work in view of the national importance that is being placed upon it 
at this time? 

Mr. Kitpourne. One of the practical limitations on this is the 
simple matter of availability of tree seed. During this current year, 
until there is another seed crop in the fall, we could not expand our 
tree production. If we had more money and were in position to 
plant more tree seed next spring, we could greatly increase our 

capacity. But as of the current growing season, we could not increase 
our tree production. 

If the program develops and we are called upon to increase our 
nursery capacity under the President’s program, we would need 
additional funds in order to buy additional seed this fall to go into 
the ground next spring. 


URANIUM RECOVERY 


Mr. Evins. Your justifications indicate that the AEC [is interested 
in the recovery of uranium from Florida phosphate rock. Please 
tell the committee what progress vou are making in this program. 

Mr. Vocet. I want to ask Mr. Walthall to tell you about that. 
I might say, however, that uranium recovery is not intended as a 
justification for the program, though it is something we should 
certainly give heed and consideration to; but Mr. Walthall can give 
you more exact details on it. 

Mr. WatLrHauu. In 1952, the Chairman of the Atomic Energy 
Commission wrote to the Chairman of the Tennessee Valley Authority 
and told him there was great need to develop a method of getting 
uranium from a certain type of phosphate material which was not 
then being used in any way. They asked if TVA would work on this 
problem. The reason for approaching TVA was that uranium was 
contained in this material in relatively small amounts and some 
chemical process would have to be developed for making other prod- 
ucts to help pay for the process, rather than just getting uranium, 

TVA started on the project and came up in the laboratory with a 
fairly simple process which produced a fertilizer and simultaneously 
permitted the recovery of uranium. We carried the process through 
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the pilot-plant scale and then the more we considered the process the 
more it became clear that this program had great potentialities 
because there were millions of tons of this so-called leached zone 
material being mined in Florida and being thrown away. This 
material contains almost as much phosphate, say 12 percent POs, 
as the other material now mined in Florida, which contains about 
16 percent. But since this material was in a different chemical form, 
industry had not found a way to use the phosphate, or found a wav 
to recover the uranium. We, therefore, could see that the successful 
development and commercialization of this tvpe of process would not 
only lead to a national defense contribution in the form of uranium, 
but to conservation in that some 12 or 14 million tons of this material 
which is being thrown away every vear could be made into a valuable 
fertilizer. 

Mr. Evins. In other words, there is a lot of waste in this area and 
TVA through a chemical analysis and study has found some beneficial 
use from this product for national defense; also the farmers of the 
Nation, and business and industry are profiting by your research as 
well? 

Mr. WaurHaui. That is right. 


POWER OPERATIONS 


Mr. Evins. Now, Mr. Chairman, will vou turn to vour financial 
statement and let us take a little look at your financial statement, and 
will you refer me to the chert you would prefer to use? 

Mr. Voce... Probably page 130 is the table. 

Mr. Wacner. I think the table on page 130 is the power income 
statement. 

Mr. Kampmerer. Or perhaps the table on page 52, if you are 
speaking of power operations. 

Mr. Evins. In the table on page 52, your operating income for 
1955 from power was $185,880,345 

Mr. Voceu. That is right. 

Mr. Evins. Your operating income from the same source for 1956 
was $219,931 ,000; Is : at correct? 

Mir. Voce. Yes, si 

Mr. Evins. And soitt operating income estimate for 1957 from 
power alone is $231.550.000. 

Mr. Voce... Yes, su 

Mr. Evins. This chart indicates vour expenses for the vear 1955 
totaled $138,367 ,067. 

Mr. Vocrn. Yes, sir. 

Mr. Evins. Now what substantially are your main expenses in 
connection with the eee prograin? 

Mr. Vocei. The main expense, probably, is the generation of power 
and probably comes in the purchase of coal, 

Mr. Kampmerer. Coal and power generation are the largest single 
items in the expense category. 

Mir. Evins. You have an alloca ation in vour expenses for those 
employees assigned to the Power Division of the Agency? 

Mir. Voaen. Oh, ves. That is kept separate on the books. 

Mr. Evins. And your cost accounting methods have been approved 
by the Federal Power Commission, have they not? 
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Mr. Voceu. Yes. They are also reviewed by the General Account- 
ing Office. 

Mr. Evins. They have also been reviewed by the General Account- 
ing Office, as to vour bookkeeping and accounting system? 

Mr. Voacre.. Yes, sir. 

Mr. Evins. Your bookkeeping svstem has been commended by 
recognized accountants including Mr. T. Coleman Andrews, former 
(Commissioner of Internal Revenue? 

\[Ir. VocEeu. Yes, sir. 

Mr. Evins. As one of the most excellent bookkeeping svstems ot 
any agency of the Government; is that right? 

Mr. Voce. I think his words were something like that. 

Mr. Evins. We have been hearing criticism of your bookkeeping 

methods and I think it is well to point out for the record that the 
Fodael Power Commission has approved your system; the General 
Accounting Office has approved your bookkee ‘ping methods and other 
individuals have also approved and commended TVA’s bookkeeping 
ind cost-accounting methods. 

Mr. Voceu. The President has also approved our system of alloca- 
uons. 

Mr. Evins. With reference to your expenses that have been ap- 
proved for the years 1955, 1956, and 1957, from these figures I have 
given you, will you please repeat for the record the income from 
power operations for those last 3 years? 

Mr. Vocsu. For 1955, the net income from power operations ac- 
tually was $47,513,278. That was the 1955 actual net income from 
power operation. 

Mr. Evins. After all expenses are deducted? 

Mr. Voaeu. Yes. In 1956, that figure is $58,929,000, estimated 
The estimate for 1957 is $58,330,000. 


REPAYMENTS TO THE UNITED STATES TREASURY 


Mr. Evins. Now, General, will you please refer to your chart on 
repayments into the Treasury and read for the benefit of my colleagues 
and for the record the repayments made into the Treasury from 1948, 
by years? 

Mr. Vocex. Beginning in 1948, the actual and budgeted payments 
in sequence were $10,500,000; $5,500,000; $5,500,000; $9 million; $12 
million; $15 million; $20 million, and reaching, in 1955, $50 million. 
Then in 1956 there is a budgeted payment of $59 million; in 1957 the 
estimated payment budgeted is $75 million. 

Mr. Evins. How much has been the total repayment into the 
Treasury from TVA’s power operations over the years? 

Mr. Puiturrs. Maybe you had better put that footnote in. 

Mr. Evins. I think the full page 126 should go in, if it has not 

lready been included. 

Mr. Voaxv. I think that page has gone in the testimony alre ady. 

In 1957, with the repayment made as of that year, the total will 
reach $261,500,000. 

Mr. Kampmeter. Plus payments made prior to 1948. 

Mr. Evins. Payments made from 1948 through 1957, plus pay- 
ments made prior to 1948 when it was not mandatory, will total 
$261,500,000? 
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Mr. Voce. No, that figure is exclusive of payments made before 
1948. 

Mr. Evins. How much has been paid before? 

Mr. Kampmerer. Approximately $24 million prior to 1948. 

Mr. Evins. $24 million additional? 

Mr. Kampmerer. That is right. 

Mr. Evins. That is $285,500,000. 

Mr. Voce. Approximately. 

Mr. Evins. How far ahead of scheduled repayments is TY A under 
its authorized 40-year amortization program? 

Mr. Voce. Again anticipating through fiscal 1957, on the basis of 
one-fortieth of the plant investment returned each year, there would 
be due for the period $150,906,648. So the difference would be an 
amount in excess of $110 million since 1948. 

Mr. Evins. It would be $145 million; would it not? 

Mr. VoGeu. No; it would be in excess of $110 million, roughly 
$134.4 million. 

Mr. Evins. In other words, TVA has paid, including the present 
year, $285 million, which is $134 million more than required by law 
to be paid over the period of the amortization program. 


MuLTIPURPOSE PROJECTS 


Did you also state, General, that the power ope rations are aiding 
in paying the other features of the TVA program? 

Mr. Voce.. No; I cannot come to that conclusion, Mr. Evins; be- 
cause all allocations of multiple-purpose projects are charged, we feel, 
properly to each function, so that what power is paying is the power 
cost. 

Mr. Evins. In many of the Corps of Engineers projects we consider 
before this committee, we have had testimony that the power programs 
are paying part of the entire program and aid in paying out the other 
features and I feel th: at a similar situation exists here. 

Mr. Vocre.. That does not take into account a system of allocation 
such as we have in TVA, under which we charge directly to each 
function the cost of that particular function and charge to power 
only that part which supports power. You can say that this is the only 
paying part of it from the standpoint that it is the only part that 
yields a definite revenue. It is very difficult to take the benefits 
achieved by flood control and navigation and strictly evaluate them; 
yet there is a definite return there. 

Mr. Evins. So this is not the only feature of your program that is 
a revenue returning operation; but in addition to the power program 
there is a beneficial return from the fertilizer program, the munitions 
programs and others which result in great benefits. 

Myr. Vocren. The point I am trying to make is I do not like you to 
throw flood control and navigation out and say they are not yielding 
any benefits, because they certainly are. 

Mr. Evrys. I understood you to say they are not considered, and 
I am saying that they do yield benefits. 

Mr. Vocex. I am not making myself clear, then; because they are 
built on the basis of yielding be nefits. 

Mr. Evins. There are many intangible benefits in addition to the 
tangible dollar mark in the operation of the TVA: You will say “‘yes”’ 
to that, I am sure. 














Mr. Vocg.. I will say “yes.” 

Mr. Evrys. Referring back to your testimony this morning, you 
do not regard flood control as being solely a local responsibility ; it is 
not your thought or plan that ultimately the counties, cities, and 
municipalities or local people will take over the national problem of 
flood control. Do you? 

Mr. Voceu. There is, of course, a local responsibility and there is 
a State responsibility, and we are doing our best at the present time 
to see that those responsibilities are properly and clearly met along 
with the Federal. 

Mr. Evins. Thank you General Vogel. I believe that is all at the 


moment, Mr. Chairman. 


THurspay, May 3, 1956. 


Mr. Kirwan. Yesterday, when the committee adjourned, I think 
you had finished, had you not, Mr. Evins? 

Mr. Evins. Yes, Mr. C hairman. 

Mr. Kirwan. Mr. Davis? 


ISSUANCE OF LETTERS OF INTENT FOR NEW GENERATING UNITS 


Mr. Davis. To pick up a couple of loose ends before getting into 
your testimony of vesterday, General Vogel, when you were before 
the subcommittee in March, was there any mention made of the 
issuance of letters of intent on some major equipment on several 
steam electric generating units that apparently had been issued within 


a few weeks before? 

Mr. Voce. I cannot recall whether specific mention was made of 
that before this committee. It was developed, I know, before the 
Senate committee, but I am not sure it was brought up here. 

Mr. Davis. Was that because no questions were asked about it on 
this side? 

Mr. Vocer. I would think that would be the case; yes, sir. 

Mr. Davis. Such letters had been issued? 

Mr. Voce. That is true; yes, sir. 

Mr. Davis. Would you not consider them relevant to the overall 
matter that was then up for discussion on this $3.5 million for the 
John Sevier steam plant at that time? 

Mr. Voce. Yes; I think that is true. 

Mr. Davis. At least they were quite relevant affecting the general 
question of the authority to proceed that TVA has in matters of that 
kind; is that right? 

Mr. Voceu. That is correct. 

Mr. Davis. I was not able to be here at those hearings; I was in 
another subcommittee. You testified personally at that time? 

Mr. Vocet. I did. 

Mr. Davis. It naturally raises the question as to how it happened 
that they were not mentioned to the committee at that time. 

Mr. Voce. Again I say I am not sure that they were not men- 
tioned. It may be that they were. Those letters of intent of course, 
were of such nature that they could be withdrawn with only minor 
penalties prior to about that date in time, as I recall. The time is 
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now passed, however, in the case of the John Sevier unit, when there 
would be no penalties attached to their cancellation. 

Mr. Davis. What provisions do those letters of intent contain 
in the way of—in other words, how much of a commitment do you 
make with them? When vou speak of penalties what do you mean? 

Mr. VoGrr. Letters were issued expressing the intent of the 
Tennessee Valley Authority to purchase certain major equipment 
for additional stcam electric generating units with the expectation of 
financing the costs from power proc eds without additional congres- 
sional approval or by means of appropriations, if the appropriations 
were forthcoming. These could be canceled in the case of John 
Sevier subsequent to November 15 wake upon payment of certain 
stipulated costs that would be accruing during that period. 

Mr. Davis. Was it your feeling at that time in March, General 
Vogel, that the TVA had existing authority to make that kind of 
commitment without regard to what method of financing might be 
decided upon? 

Mr. VoGrL. My personal views in that matter differ from my 
colleagues on the Board, and if it is my views you seek I must, tell 
you that I have had great doubts that the existing legislation author- 
ized that kind of expenditure. 

Mr. Davis. How much money was involved in those letters of 
intent that were outstanding as of the first of March? 

Mr. Voce. We have a summary here which you might wish to 
make a part of the record, Mir. Davis. 

Mr. Davis. Do they cover the outstanding letters of intent on this 
equipment for the steam plant? 

Mr. Voce. Turbo generator, John Sevier Unit 4, in the amount of 
$4,539,380: boiler in the amount of $3,332,722, and structural steel 
$743,112. And there are 13 other items probably averaging around 
$100,000 or thereabouts apiece. Cancellation charge after February 
29 would amount to $147,000. 

Mr. Davis. But the total amount involved there, just as you read 
them off, ran something around $12 million? 

Mr. Voce. Probably around ten or eleven million dollars. | 
would have to add this up to be sure. 

Mr. Davis. Out of an estimated total for that particular project 
of about $28 million? 

Mr. Voce. Yes, sir. 

Mr. Davis. Did vou have some other outstanding letters of intent 
of a similar kind on other electric generating units? 

Mr. Vocret. Yes, sir: there have been letters of intent issued, also, 
on units 7 to 10, 4 units, at Johnsonville, in the amount of around 
$24 million. 

Mr. Davis. There is about, what did you say the other figure was, 
about 10 for John Sevier? 

Mr. Vocet. Around that. I would have to add this up to be sure. 

Mr. Davis. For our purposes that is close enough. 

Mr. Voce. Round figures. 

Mr. Davis. We have round figures of about $34 million covered in 
letters of intent on five separate installations. 

Mr. Voceu. There are another 2 units at Gallatin, 3 and 4, on which 
letters of intent have been issued, running to around $20 million. 
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Mr. Davis. That brings us up to something over $50 million. 
Were all those seven projects that you mentioned, in your opinion 
were they all on about the same legal basis? 

Mr. Vocet. I think they all depend on the same basis, yes, sir. 

Mr. Davis. These actions were taken on the basis of an opmion 
viven to vou by the General Counsel of TVA; is that correct? 

Mr. Voce. That is correct. 

Mr. Davis. Has that opinion been questioned? I am asking you 
this to your best personal knowledge. Has that opinion been ques- 
tioned and, if so, by whom? 

Mr. Voce. It has been questioned quite strongly by me and 
certainly met with some question before this committee and before 
the Appropriations Committee of the Senate 

Mr. Davis. What is the status of that questioning, if that is the 
proper word, at the present time? The Comptroller General has been 
asked to rule on it, is that correct? 

Mr. Vocei. The Comptroller General was apparently asked to com- 
ment on that and I do not think he made a ruling that was responsive 
to the question as to whether or not it was legal, but he did write a 
letter, copy of which was sent to me, which indicated that he thought 
the matter should be considered by the Congress. I think that was 
— the gist of it. That letter has been read into the hearings 
before the Senate Appropriations Committee so that it is available. 

Mr. Davis. Is this a proper summary up to the present time: 
That your personal feeling is that there is a sufficient ground for 
questioning the legality of this procedure so that you feel “that there 
should be congressional clarification of it, but that your opinion is a 
minority opinion among the members of your board; is that correct? 

Mr. Vocer. That is correct: ves, sir. 

Mr. Davis. We mentioned the Johnsonville plant a number of 
times, the steam plant there. The history of that appears to be that 
it was originally presented as a project of about 375,000 kilowatts. 
It now has a listed capacity of double that amount and apparently 
there is an active proposal to increase that by another 500,000 kilo- 
watts. Is that substantially correct? 

Mr. Voce. Yes, sir. 

Mr. Davis. Is it also true that during these steps that were taken 

increasing that capacity that all of these steps were taken on the 
basis of the original authorization for 375,000 kilowatts? 

Mr. Vocet. Yes; with the assumption that additions might be 
made, I believe, under the general authority of the TVA Act. 

Mr VoceL. Mr. Wagner has a comment to make. 

Mr. WaGner. The TVA Act provides general authorization to 
mnsti all capac ity aus it is needed ancl appropri ations were sous oht for the 

rinal ineteliation to which you re ferred. Later additions, likewise 
nan anced | ; appropriations were made under the basic authorization 
cake TY 4 Act. 

Mr Davis. Where did the funds come from to make these right 

antial enlargements in the project? 

4 VoceEt. In this particular instance they would come out of 
power revenues. 

Mr. WaGner. Mr. Davis, the capacity that has been installed 
at Johnsonville up to this vow has been installed with funds appro- 

riated by e ongress. Th le ‘tters of 1 intent which hs ave hee 1) issued 
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on some equipment for four additional units at Johnsonville assure 
TVA a place on the schedule of the manufacturers and they are 
cancelable up until July 1 at $1. 

Mr. Davis. Those are the four units at Johnsonville and that is 
the 500,000 kilowatts? 

Mr. Kampmerer. About 540,000 kilowatts nameplate capacity. 

Mr. Voce. Those 4 units have 135,000-kilowatt capacity each. 

Mr. Wacner. The status of the letters of intent on the two Gallatin 
units is the same as the Johnsonville units and as I say they assure 
us a place in the schedule. That assurance is necessary if the equip- 
ment is to be available and in service in time to meet the loads that 
are forecast for the years ahead of us. 

Mr. Davis. I notice you have a word that appeared several times 
in your justifications and you just used it. When you refer to a 
nameplate rating what do you mean? 

Mr. Kampmeter. That is the rating given by the manufacturer. 
The manufacturer says this unit should be considered to have such 
and such capacity and he puts a nameplate on the machine giving 
his name and the capacity. The reason we include that adjective, is 
that we always seek to get greater capacity out of the unit than the 
nameplate rating, and we want to make the distinction between name- 
plate rating and whatever ultimate capacity we are able to achieve. 

For example, you mentioned that the first three Johnsonville units 
are considered to have a capacity of 375,000 kilowatts. Their name- 
plate capacity actually is somewhat less than that. 

Mr. Taser. How much? 

Mr. KampmererR. Nameplate capacity on those three units aggre- 
gates 337,500 kilowatts, as I recall. 

I believe one other point that would interest you is that TVA not 
only has made no commitment of money prior to July 1 of this year 
with respect to any but the John Sevier unit but that the securing of 
these letters of intent, besides providing us a place in the manufac- 
turer’s schedule, provides us a cost saving because of the fact that the 
bids were taken prior to an increase in prices of turbogenerators last 
fall. Manufacturers bid on the basis of the prices before that increase 
was made. As long as we are able to proceed under these particular 
letters of intent we are entitled to buy that equipment at the lower 
price. 

Our only commitment—the commitment the manufacturer gets 
for all this—is that he having proved to be the low bidder we commit 
ourselves to buy the equipment from him if we buy it at all. That 
is what he gets for giving us the place in line and a price. 

Mr. Davis. What is the provision on 40-year repayment? 

Mr. Vocrt. The provision is that TVA will, out of its power earn- 
ings, repay the power investment derived through appropriations at a 
rate—and average payments would be at a rate of 2% percent a year 
which will effect amortization in 40 years from the date that each 
respective piece of equipment goes into operation. 

Mr. Davis. That is an average commitment of 2% percent? 

Mr. Vocre.. An average commitment of 2% percent. We have to 
pay 25 percent of the initial investment within any 10-year period. 

Mr. Davis. What is the capacity of the projected plant that the city 
of Memphis is building and when do they expect to have it in 
operation? 
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Mr. Vocer. 750,000 kilowatts, I believe, is the figure and they 


are supposed to be producing or meeting their own needs by the first 
of July 1958. 


RELATIONSHIP WITH CORPS OF ENGINEERS 


Mr. Davis. What is the relationship other than the very obvious 
personal one here between the TVA and the Corps of Engineers in 
the construction of your hydroelectric facilities? 

Mr. Voce.. We have no connection there except as they are carry- 
ing on construction on the Cumberland, and in that instance we take 
the power from their structures into the TVA system. They build 
and operate those plants. 

Mr. Davis. All other construction, then, within the TVA area is 
solely the responsibility of the TVA; is it? 

Mr. Voce. Construction of the nature which is assigned to TVA; 
ves, sir. 

Mr. Davis. For instance, Cheatham and Old Hickory, are those 
both on the Cumberland? 

Mr. Voget. The Cheatham is on the Cumberland and Old Hickory 
is also on the Cumberland, at Nashville. 

Mr. Davis. You have the complete control over the distribution 
of whatever hydroelectire power is generated at those two sites? 

Mr. Vocer. It goes through the Southeast Power Administration 
and then comes to us and once we receive it we have the responsi- 
ability for its dispatch. Mr. Kampmeier may wish to add to that. 

Mr. KampmereEr. In the case of those two projects the arrangements 
have not been completed. I believe it is generally assumed by the 
Corps of Engineers and Southeastern Power Administration and TVA 
that that will be the arrangement, but the arrangements have not 
actually been developed in detail. 

Mr. Vocrt. However, that arrangement as described, is in effect 
with respect to the other hydropower installations which the Corps 
of Engineers is operating in the Cumberland Basin at the present 
time. 

Mr. Davis. You anticipate then that TVA will get all of the 
hydroelectric power output of those installations, do you? 

Mr. Voce... We are expecting so; yes, sir. 

Mr. Davis. Do you have your own engineering force? For in- 
stance, one of the items mentioned here is a lock at the Wilson Dam. 

Mr. Voce. We have our own engineering and construction force. 
Part of the work at Wilson, however, will be let out to contract, 
particularly the excavation. 

Mr. Davis. Any particular reason for that, other than it just got 
authorized that way, that you know of? 

Mr. Voce. It has been found by experience over the years that 
vith a fairly sustained workload at about the same constant level that 
an organization can efficiently carry on its construction. That situa- 
tion may change, of course, as the workload changes and as it de- 
velops large fluctuations. In TVA that has not been the case, the 
workload has been quite constant over the years of its existence. 








POWER PRIORITIES 


Mr. Davis. Does TVA have its own schedule of priorities, delivery 
of electric power to consumers, or are they governed by the general 
law relating to preference customers and things of that kind? 

Mr. Voceit. TVA is guided by the Tennessee Valley Authority 
Act which defines the preference customers within the TVA area, 
those being rural and domestic consumers—I would have to refer 
to the Act to get the entire list. 

It reads: 
shall give preference to States, counties, municipalities and cooperative organiza- 
tions of citizens or farmers not organized or doing business for profit, but pri- 
marily for the purpose of supplying electricity to its own citizens or members. 

Mr. Davis. Does that language require you to provide residents 
of Knoxville or Memphis in priority over atomic energy installations, 
for instance? 

Mr. Voce. There is a question on that. Section 10 says: 

The Board is hereby empowered and authorized to sell the surplus power not used 
in its operations and for operation of locks and other works generated by it— 
which does not make any reference to any Federal activity except 
TVA. Proceeding: 

to States, counties, municipalities, partnership, corporations, or individuals ac- 
cording to the policies hereinafter set forth. 

Now the part I read before follows that, indicating how preference 
shall be given. Section 9a, however, says, and I understand this 
paragraph was inserted later: 

The Board is hereby directed in the operation of any dam or reservoir in its 
possession and control to regulate the streamflow primarily for the purposes of 
promoting navigation and controlling floods. 

So far as may be consistent with such purposes, the Board is authorized to 
provide and operate facilities for the generation of electric energy at any such 
dam for the use of the corporation and for the use of the United States or any 
agency thereof; and the Board is further authorized, whenever an opportunity is 
afforded to provide and operate facilities for the generation of electric energy in 
order to avoid the waste of waterpower, to transmit and market such power as 
is in this act provided, and thereby so far as may be practicable to assist in 
liquidating the cost or aid in the maintenance of the projects of the Authorits 

Under that it would appear that agencies of the United States have 
a lien on the hydropower which is generated but it is not so described 
in the next subsequent section. 

Mr. Davis. You would interpret that to mean an agency of the 
United States such as the Atomic Energy Commission, for instance, 
would have a priority over residents of—to use the illustration I used 
previously —Memphis or Knoxville, would you? 

Mr. Vocet. If the Atomic Energy Commission had in fact that 
prior lien on hydro power, it goes without saying that it would use all 
of the hydro power because it is presently using 50 percent of our 
present output, and two-thirds of our power is generated by steam at 
the present time. I would say this is a matter for more profound 
legal interpretation than I would be able to give to it. 


“Mr. Davis. It becomes quite significant because of the rather 


frequent statement you hear that if we do not increase the capacity 
of the TVA, for instance, that we are simply going to prevent the 
Atomic Energy Commission from getting the power that it needs 
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lf the Atomic Energy Commission is an arm of the Federal Govern- 
ment and has a priority over some of the other present users, then 
hat statement falls completely. Then it is the other users who would 
be deprived of the use rather than the Atomic Energy Commission. 

Mr. Voce. I believe there are two divisions of this question on 
priority of power. One has to do purely with the use of the power 
and in that instance I believe I could speak for my colleagues in 

aving that the Board would do everything possible to provide any 

additional requirements of the Atomic Energy Commission. We 
woul try to make adjustments at other places, particularly for brief 
periods, by reducing deliveries to industries with interruptible eon- 
tracts. 

The other side of the question has to do with the prices charged for 
power and raises the question whether that generated by hydraulic 
means should be sold at a lesser price to agencies of the Government 
rather than to domestic and industrial consumers. 

There are these two facets to the same problem, you might say. 

Mr. Swipter. Mr. Davis, since this is a legal question perhaps I 
should say a word on it. Of course, the TVA Act was drafted before 
the Federal Government was a very large consumer of electric power 
win and there was no anticipation in the legislation of the kind of 

lemands for power by the Federal Government which has developed. 
1 he TVA Act, like the other preference statutes, makes no provision 
for a priority for Federal agencies. That is true not only of our own 

t but it is true of the preference provision in the Flood Control Act 
} “1944 under which the Interior Department disposes of the power 
output of the dams constructed by the a engineers and it is true 
also of the Bonneville law and the Boulder Canyon law and so forth. 

The TVA Act is a regional development act and the act makes cleat 
the intention of Congress that the power generated by TVA was 

itended as one of the means of accomplishing the objectives of 
improving the economy of the Tennessee Valley. So that all of the 
preferences run in the direction of regional development. 

This much was included in the original act on the problem of Federal 
loads: There is a provision in section 20 that if Federal needs neces- 
sitated, in case of war or national emergency declared by Congress, 
the projects of the authority could be appropriated by the Govern- 
ment for national defense needs upon payment of compensation to any 
customer of TVA whose power contract was affected by that action of 
the United States. That takes care of any emergency situation, but 
the act does not provide that the units which have been installed and 
committed to the power needs of the area may be diverted at will to 
the service of a new Federal use which might appear upon the scene. 

Mr. Kampmerer. To round out the picture, I believe there is one 
more point you will find of interest, and that is that the AEC is pro- 
tected also by long-term contract with us on those amounts of power 
which AEC has indicated it has continuing permanent use for. 


FLOOD CONTROL 


Mr. Davis. Changing the subject a bit for a few odds and ends now, 
what can you do about preventing a flood-control problem from 
developing? I believe you mentioned that in connection with one 
city, where they are threatening to move right into a flood plain. 
What can you do about that? 
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Mr. Vocert. In the case of that city nothing can be done because 
they have already moved in. That is an accomplished situation, 
In other instances, where the city has not spread itself into the lands 
adjacent to the stream, if. the possible threat—the extent to which 
waters may rise—is pointed out, often they can be persuaded against 
building houses and similar developments in the danger areas, using 
those areas instead for parks, playgrounds, parking areas, and that 
kind of thing. 

Very frequently, when those alternatives are pointed out, the city 
develops along those lines and considerable money is saved as a result 
of having avoided a costly mistake. 

Mr. Davis. Off the record. 

(Discussion off the record.) 

Mr. Davis. All you can do, then, is to warn them of a dangerous 
situation and to suggest nonresidential uses for areas of that kind? 

Mr. Vocret. Yes, and in that connection, where that was done 
recently with one city in Alabama we received quite a violent reaction. 
We were asked to withdraw the report, that it was going to be bad for 
business. We felt compelled to maintain our position on the basis 
of the engineering data which had been obtained. 


FERTILIZER PROGRAM 


Mr. Davis. To move to another subject. What is the authority 
for the fertilizer program? Is that written into the original law? 

Mr. Vocet. That is part of the basic act, yes, sir. I can ask our 
legal counsel to point it out to you. 

Mr. Davis. Is it written in the original act? 

Mr. Swipuer. Yes, sir, especially in section 5. 

Mr. Davis. What is the present policy as to who gets the fer- 
tilizer and who does not? 

Mr. Vogeu. The first purpose of the fertilizer program is to de- 
velop research to determine more effective kinds of fertilizer so we get 
it into hands of people who can assist in our research activities and 
we also put it into the hands of farmers at reduced cost as a part of 
the farm demonstration program. I think to go beyond that in more 
detail, that I would let Mr. Wagner take it up. 

Mr. Wacner. The fertilizer that goes into the test demonstration 
program is roughly 5 percent of our total production. The farmers 
who get that fertilizer are selected by their neighbors and that pro- 
gram in 1957 is planned to be conducted in 31 States. The approxi- 
mately 95 percent which is sold in the educational sales program can 
generally be bought by any farmer who will agree to use it in the 
ways prescribed for it. 

Mr. Davis. How does he get it? He does not get it directly from 
you, does he? 

Mr. Waaner. He goes to a fertilizer dealer or farmer cooperative 
who has a contract for distributing it. 

Mr. Davis. I think basically what I am getting at is: Who gets 
the contract for distributing and who does not? 

Mr. Waener. There are a number of cooperatives which have 
contracts. They were selected to distribute this fertilizer in the 
very early days, Mr. Davis, when there was just a test demonstration 
program. At the very beginning TVA distributed this fertilizer free, 
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and the farmer paid only the freight. It was distributed through 
farmer associations and cooperatives. As we moved on into a pro- 
gram where the farmer was paying for the fertilizer these same 
cooperatives were taken on as distributors. 

More recently, we have also added private industry firms—about 
15 major concerns. They are selected by TVA on the basis of their 
expression of interest in participating in the program, and their 
willingness to conduct the kind of an educational program which we 
require for this fertilizer. We also select them to give a reasonable 
geographic coverage of the States in which the program is conducted. 

Another factor considered is that there are some companies which 
have special features about their operations that make them well 
suited to assist in carrying out the kind of an educational program 
that we conduct. 

Mr. Davis. Mavbe that has to be in rather general terms, but how 
does a Member of Congress explain to phosphate company A that 
he just cannot get any of these fertilizers for distribution, but phos- 
phate company B just across the State line, we will say, has a lot 
of it and his prestige is considerably enhanced thereby to the detri- 
ment of company A? 

If you were in my position and had that question raised, how would 
you answer it? 

Mr. Wacner. In the first place, we produce only a very small 
percentage of the fertilizer that is produced in this country, so we 
cannot put it in the hands of every dealer and distributor in the 
country. We cannot contract with every distributor who wants the 
material. If a distributor or dealer is going to do a good job he has 
to get enough of the material to make it worth while. He is required 
to carry out quite a program, to set up meetings with farmers, to 
have a certain type of staff available to carry out the educational 
activities, and so forth. So that if it is going to be worth while for 
a distributor to go into the program, he must have a reasonable 
amount of material. 

The only thing I can suggest you might say to phosphate company 
A is that the end result of this program has been to increase the sale 
of all fertilizers, so that while fertilizer dealer B may be selling TVA 
fertilizer it is sold for specified uses only. As farmers adopt these new 
uses and others follow their example, the total market for fertilizer 
is built up and fertilizer dealer B should sell more fertilizer. 

Mr. Davis. There are no fixed criteria that would enable me to 
say to this fertilizer dealer “‘as soon as you conform with these criteria 
you will be able to get that experimental fertilizer, too’’? 

Mr. Vocer. No, but if he agreed to conform to those various 
restrictions, we certainly would be willing to give consideration to 
putting him on our list, if it could be accomplished without detriment 
to the program. But certainly we do not want to expand to the 
point that we would be doing more than running a pilot program 
here. With our production of only about 2 percent of the United 
States production, I do not think we are doing more than that. 

Mr. WacGner. As you perhaps know, Mr. Davis, our educational 
sales program and test demonstration programs are both active in 
the State of Wisconsin at the present time. 

Mr. Voce. Off the record. 

(Discussion off the record.) 
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RESOURCE DEVELOPMENT 


Mr. Davis. Now getting into another general problem—and I have 
been taking more time than I had intended—here are four things that 
I think fall into one general area of study that I would like to get 
your comments on. I picked them out from the justifications. For 
instance, here is Economic Analysis of Valley Agriculture; another 
one Soil Survey; another one Research on Forage Crops and Animal 
Industry; another one Tributary Watershed Development. I think 
in each of the cases where they are referred to in the justifications, 
mention is made of cooperation with the Department of Agriculture 
and the various agencies of that Department. But it gets down to a 
question as to why we should appropriate money to TVA for those 
things that we all recognize the Department of Agriculture is doing 
in all parts of the country—at least in those that are important agri- 
cultural States, such as the State of Wisconsin, for instance. [| 
recognize those activities are being carried out through the Agricul- 
tural Extension Service, or some other agency of the Department; 
but why should we make separate appropriations to TVA in that field 
of activity? 

Mr. Voce. I think it gets down to the point that the Tennessee 
Valley Authority Act envisioned doing all of those things which were 
designed to improve the economy of the region. And perhaps the 
same question could have been asked as to why TVA undertook flood 
control and navigation problems that were inherent in the river when 
that work is done in other parts of the country by the Corps of 
Engineers. 

This was intended to be an area in which all things pertaining to 
its resource development should be accomplished by one organization. 
And therein is the difference between the way things are done here and 
elsewhere in the country. 

I said yesterday, and it is an observation that I made some time 
ago, that the great value of this is that it has established a pattern of 
cooperation that we are moving toward more and more by the employ- 
ment of other agencies of the Government in conjunction with each 
other. In other words, it has really pointed the way to integrated 
basin development programs that are going on under coordinated 
efforts of the different agencies. 

Mr. Evins. Do we not, General, have a similar pattern with respect 
to the Bureau of Reclamation projects in the 17 Western States that 
are identified as reclamation States? That act does not apply to all 48 
States; it only applies to the 17 Western States to be developed as 
reclamation States. 

Mr. Vocev. That is true, Mr. Evins. I would think there, how- 
ever, that the intent was more to limit the extent of the Bureau’s 
activities to those regions where they are more necessary, rather 
than to bring about an integrated development of the region. 

Mr. Waaner. I would like to add one further point, if I may. 
The.studies of the type you refer to as made in TVA are generally 
concentrated upon some problem that is peculiar to the agriculture 
of the region. They are also generally conducted in cooperation with 
the State college, in an effort to assist and encourage them to focus 
greater continuing efforts on those problems. And that result has 
been accomplished in many cases. 





A further point is that the total expenditures which result in the 
region are generally not greater than the average for the whole 
country. For instance, for the period from 1934 to 1953, the Federal 
expenditures for land and agricultural resources development per 
member of the farm population for that total period was $1,228 in 
the United States as a whole and, in the Tennessee Valley, only $707 
including both the expenditures of the United States Department of 
Agriculture and the TVA expenditures. 

Mr. Davis. Let me ask you this: Does practically every county in 
the TVA area have a county agricultural agent, for instance? 

Mr. Waaner. Yes, sir. 

Mr. Davis. Are most of the counties in that area organized in soil 
conservation districts? 

Mr. WaaGner. I think the proportion is somewhat less than in most 
sections of the county; but there are a number of them. 

Mr. Davis. Then I guess it boils down to this: Do they rely on 
TVA for doing a lot of things that they otherwise would have to 
spend money to do themselves if it were not for the help they were 
getting from TVA? Is that generally true? 

Mr. Wacner. No, sir; I think that is not the case. TVA generally 
has concentrated on problems peculiar to the region. We ‘have set 
up studies jomtly with the colleges and, in most cases they have 
agreed to spend money to participate in those studies which otherwise 
thev would not have spent. 

You mentioned the study on forage crops for example. I believe the 
justification document shows that we will conclude our partic ipation 
in that project in 1956; but the experiment stations involved— in 
North Carolina, Georgia, and Alabama—are going to continue their 
research in that field without financial aid from TVA. 


TOPOGRAPHIC MAPPING 


Mr. Davis. I have some of the same kind of questions in respect 
to the mapping service you furnish the Army. I thought your old 
outfit took considerable pride in their mapping work. How does it 
come that they are getting TVA to do it for them down in that area? 

Mr. Vocer. I think that probably came about during the war, 
when a large mapping program was necessitated and help was solic- 
ited from almost every source, and TVA undertook to map quite 
large areas and has continued, because it has a very excellent although 
small section to do this work. And I do not believe there has been 
anv particular conflict with the desires of the Army in that con- 
nection. 

Mr. Swipier. These maps you refer to are not maps of the Ten- 
nessee Vallev; they are maps of areas picked by the Army. 

Mr. Davis. They are not maps of any part of the Tennessee Valley 
area? 

Mr. Swipier. No, sir; I do not believe they include any part of 
the Tennessee Valley area. 

Mr. Wacner. The mapping done on a reimbursable basis for the 
Army is general military mapping and while TVA’s part of the map- 
ping job is for maps of this country, many of the mapped areas are 
foreign assignments where we are given certain basic data and asked 
to prepare maps. The Army is very well satisfied with the job they 
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have gotten and it has been an efficient and economical way for them 
to get the maps, as | understand. 

Mr. Davis. At the present time, then, it has no connection with the 
TVA operation at all; is that correct? 

Mr. Wacnrer. We have a mapping force which was originally 
established to do mapping work in the valley. It is continuing to 
do TVA’s work, too, and in addition with the force available, and the 
equipment available, it has proved to be a convenient and economical 
place for the Army to get some of its special maps made. 

Mr. Davis. Then if we see a TVA man over in Morocco and ask 
him what he is doing there, he would probably state he was making 
maps for the Army? 

Mr. Wacner. | think we have not sent personnel abroad, but the 
Army has furnished us with the basic data, photographs and that 
kind of information, from which the maps have been compiled. 


BOND REDEMPTIONS 


Mr. Davis. I notice in the previous fiscal year and the current 
fiscal year, in your statement it shows $15 million and $14 million, 
respectively, for the retirement of bonds. Nothing of that kind is 
shown in the 1957 fiscal year. What is the explanation and the sig- 
nificance of that? 

Mr. Voce. The bonds are all now retired. That completed the 
program. 

Mr. Davis. Were those bonds issuances that were specifically 
authorized by Congress? 

Mr. Vocet. Yes, for specific purposes. 

Mr. Puiturps. They were in connection with the original establish- 
ment of TVA. 


PAYMENTS IN LIEU OF TAXES 


Mr. Davis. Another item is payment in lieu of taxes. To whom 
were those payments made? 

Mr. VoGEL. States and counties and municipalities in which the 
electricity is sold. It amounts to a percentage of all sales except those 
to the Federal Government, a total of 5 percent. 

Mr. Davis. In lieu of taxes—real estate taxes; personal property 
taxes? 

Mr. Vocet. In lieu of State and county taxes, whatever they might 
be; primarily, I presume, property taxes. 

Mr. Davis. And there is a definite formula by which the amounts 
are arrived at? 

Mr. Voceu. Yes. At this time the total amount distributed is 
5 percent of gross sales, exclusive of sales to the Federal Government. 


PAYMENTS TO UNITED STATES TREASURY 


Mr. Davis. It is indicated somewhere in the justifications that 
there has been a change in the payment arrangement since 1948. 
What was that change and what was it based on? 

Mr. Swipuier. I think you are referring to the provision in the 
Government Corporation Appropriation Act of 1948 se tting out this 
40-year payment scheme on the power investment. There has been 
no change since in the tax equivalent payments. 
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Mr. Davis. It was changed in 1948 when the 40-year payment 
system became effective? 

Mr. Swipier. Yes, sir; a schedule for cash payments to the 
Treasury from power proceeds was established in 1948. 

Mr. Davis. What was the situation prior to that? 

Mr. Swipter. Prior to that time the amount of the payment was 
in the discretion of the TVA Board, except so far as it was governed 
by bond maturities. Section 26 provided that TVA should turn into 
the Treasury the proceeds from power and fertilizer operations and 
miscellaneous operations, exc ept to the extent required to carry on 
the power and fertilizer activities. There was a general standard but 
no fixed repayment requirement, although payments were made. 

The 1948 act provided a formula for determining the minimum 
payments which were required. 

Mr. Kampmerer. Minimum payments and total payments. The 

‘tal payments are required within 40 years. Minimum payments 
in n any particular year are considerably smaller. 

[r. Davis. That is all. 

Mr. Evins. It was pointed out vesterday that some $24 million 
was paid back into the Treasury prior to the enactment of the 1948 
act—requiring repayments—and, since that time, total repayments 
by TVA together with the $24 million were something like $288 
million. 

Mr. Davis. I recall the testimony yesterday, but I thought the 

't had been changed since 1948 and I did not know what it was based 


Mr. Pxiuuips. As Mr. Evins just pointed out the chairman inserted 
vesterday in the record the items on page 126 of the justifications 
showing the payments made by the Tennessee Valley Authority and 
actually the situation was—and I think, General, you will confirm 
this—that for che first 14 vears of TVA’s operation, when the matter 
was left to the discretion of TVA itself, $15,060,000 was repaid to the 
Federal Government on an investment at that time which must have 
amounted to how much? 

Mr. Kampmerer. I would like permission to look that up and put 
t in the record. 

Mr. Puinuips. Just put that in the record. 

The information follows: 

, 1947, TVA had paid from power revenues, ane es 
is of the Treasiry plus $8,572,500 in redemption of bonds, 
he investment of appropriated f nds in the TVA 
ties transferred, as referred to in the Government 

*t, 1948, was $348,233,240. 


\{r. Potties. At the same time, the item referred to by Mr. Davis 

was also paid, which was $8,572,000 on the bonds which were created 
the time TVA was created, and used for the purchase of the 
nnessee Electric Power Co. 


PAYMENT OF INTEREST 


» point I want to make—I do not challenge those figures at 

; they are accurate, but I think, whenever those figures are given, 

hould also be pointed out and put in the record that no interest 
paid and, if interest had been paid at even simple interest of 2 

nt, which is approximately what the Federal Government paid 
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for the money it borrowed to subvent to TVA, the interest payment 
would have run to $210 million, just at simple interest. So that in 
the payment to the Federal Government of $186,500,000, including 
1955, interest alone which was not paid would have been $210 million 
Or, in simple language, TVA has not been paying enough to the Fed- 
eral Government to underwrite the interest which the Federal Goy- 
ernment paid on the money it borrowed for TVA. And that is at 
simple interest. The Federal Government pays, in effect, compound 
interest; because we have to borrow money to pav the interest on the 
national debt and to borrow more money to pay the interest on the 
money we have already borrowed. And had TVA paid interest at 
the rate the Federal Government actually paid, it would have paid 
$240 million. And the TVA will have paid back at the end of the 
current fiscal year 1956, $186,500,000. 

So the picture is not as rosy as it may have been painted in the 
hearings veste rd: ay. 

I would like to go a little step further, because I do not think 
TVA wants, nor do I think these records should be made without 
calling attention to the fact that repeatedly in the 1936 hearings 
when the TVA was set up, Mr. Lilienthal, testifying in behalf oi 
TVA, insisted that not only would TVA pay for itself, but would 
pay 3.5 percent interest. And Mr. Taber, who always likes to get 
things accurate, said “It is 3.5 percent for interest?’ and Mr. Lilien- 
thal replied “3% percent.” Mr. Taber said “And how much fo: 
taxes?” and Mr. Lilienthal said, ‘“‘One percent of the property.” 
Mr. Taber said “What about these allotments to the States on the 
gross?” Mr. Lilienthal replied ‘They are included in that tax item.” 

I am reading from the House hearings on the first deficiency appro- 
priation bill, 1936, in the 74th Congress, 2d session, 1936. I think 
{ might as well say right here, for the benefit of my good friend from 
Tennessee, Mr. Evins, while I am perfectly willing to agree with 
him, regarding flood-control payments and reclamation payments, 
that it is the custom for the United States to pick up the check on 
a lot of those, there are two things that should be constantly kept 
before this committee and before TVA; first, that all over the United 
States municipalities do cooperate; they do pay something on many 
of these projects; but I also go back to the first deficiency bill of 
1936 and again quote Mr. L ilienthal’s statement of what the TVA 
said it was going to pay when it asked for a charter, as it were, froin 
the Federal Government. | quote: 

I hope the committee will observe since we are planning to liquidate all of th 
capital expenditure for flood-control and navigation, it is extremely important 
that we be given an opportunity to market all of the power so as ultimately to 
liquidate the investment. He said, You will note we expect power revenue> 
to liquidate the entire investment in 50 years and to be on a self-supporting basi- 
soon after the construction period is over. 

And I ean support that with the figures which he submitted to 
Congress at that time, which included all of the cost of flood contro! 
as well as power construction, navigation, and everything else. And 
after setting up a balance sheet for C ongress it was shown that TVA 
would have an annual net of $9,750,000 to amortize or to liquidate all 
of the costs of TVA. 

My point is, that I think whenever we put in, Mr. Chairman, 4 
list of repayments of TVA, we should also be careful to point out the 
deficit of TVA when it comes to providing for simple interest which 
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is being paid on that money by the taxpayers of the United States. 
If | were to make it 3.5 percent, the clerk just points out, as Mr. 
Lilienthal suggested, simple interest would have been $295 million 
and compound interest would have been $355 million. And if we 
were to include the Federal, State, and local taxes on the same basis 
other utilities have to pay them, the deficit figures would be still 
higher. 

The point is that TVA, as of this moment, has not paid enough 
back to the Federal Government during its life to pay interest on the 
money borrowed by the Federal Government to subvent to TVA. 

Mr. Evins. In fairness I am sure my colleague must admit that in 
the earlier years when there were not any payments being made, those 
were the formative years of TVA and subsequently the situation has 
been altered by the Federal Government through the Atomic Energy 
Commission, the guided missile program, and the Air Force and 
other defense agencies making demands on the TVA for power supply. 
[ think they all should be included there as an expense upon TVA 
power operations and, consequently, when credited, the balance sheet 
for TVA is very excellent. 

Mr. Puiturps. Whenever my friend from Tennessee can go down to 
his local bank and borrow money and say to the bank ‘“These are my 
formative years, so I will not pay interest for 20 years, and then I 
will begin to pay interest’—when he can do that, I will accept his 
statement. 

Mr. Wuitten. On that, to make the record complete, I do not 
have any idea of reconciling my views with those of my friend from 
California, but TVA is Government owned. The gentleman refers 
to it as something that will be liquidated. TVA was created and set 
up as a corporation and, as a corporation, it was given certain au- 
thority to operate as a corporation, but all of its physical assets and 
all of the things that TVA owns belong to the Federal Government. 
The point I make is that the repayments we have participated in are 
a matter of declaring cash dividends to the Government on what the 
Government owns. Such amounts could well be termed ‘“‘interest.”’ 
And what the gentleman (Mr. Phillips) claims the Government pays 
for money, I think his rates are a little high. I think the average 
Treasury cost of money is around 2 percent. 

Mr. Puiturps. Those rates are what we have been paying for 
long-term loans; we have been getting short-term loans for less than 
that, as you indicate, I took the actual amount we are paying for 
long-term loans. And as to who owns TVA, I do not mean to imply 
that we do not own TVA, but I do mean to imply that it is a utility 
set up to serve a particular part of the United States, and for anyone 
to say at the end of the time period, when it has paid out, its facilities 
are going to be owned by all of the taxpayers of the United States is, 
in my opinion, stretching a point, because the people who would be 
benefited are only the people in the area in which TVA lies. I think 
there cannot be any argument between Mr. Evins, Mr. Whitten and 
myself, as to that. I think the objective ought to be to put TVA in 
a status which would enable it to operate as any utility does and, 
when it does that, I think that the first thing you should do—I am 
talking about interest, that is all—I think you ought to pay interest 
and I have a lot of my friends down in that area who are inclined to 
agree. 


77044—56——-19 











288 


Mr. Wuirren. | realize there is a clash of interests and a clash of 
publicity between the forces having one line of thought, and another. 
The point I make is that at the time this provision was written on re- 
payments to the Government, it was never contemplated or described 
as interest, though it easily could have been, but the contemplation, 
as I recall, was that TVA was a creature of the Congress; that it had 
been created by it and cash dividends were in order in addition to in- 
creasing the value of the Government’s corporate property. So, at 
the end of the 40 years, in addition to whatever assets there are, which 
belongs to the Government you will have had cash returned to the 
amount of the initial Government investment in power. 

Mr. Puiuuies. I am not quoting some antagonist of TVA; I am 
quoting one of the high priests of TVA who says TVA expected to 
pay 3 percent. He calls it interest, and I call it interest, too. 

Mr. Voce.t. May | comment on the matter of interest, which may 
help? 

Mr. Puiuips. A little payment would help, more than any com- 
ment, 

BOND FINANCING PROPOSALS 


Mr. Voce. As you know, the Tennessee Valley Authority Board 
submitted and approved a plan for self-financing by the sale of rev- 
enue bonds and, since that time, a number of versions of that bill have 
appeared. I think it is notable that in all of the versions provisions 
are contained for the payment of interest to the United States; so that 
it would appear to be a question that is fairly well agreed upon. 

Mr. Puiuurrs. I thought it was, and I am just pointing out the 
tail that ought to go along with the kite. 


BENEFITS DERIVED FROM TVA 


Mr. Evins. In connection with your other remarks, I wonder i 
the gentleman from California might amend his remarks to include 
the national defense, also. 

My colleague, Mr. Phillips, stated in substance that only the 
people in the area benefited from TVA, and I ask you would you not 
amend your statement to include also the national defense. 

Mr. Puituips. My reply was to Mr. Whitten, who said that 40 

‘ars in the deg the people of all the United States were going to 
own the power facilities in the TVA area, and my contention is that 
that benefit will be primarily to the people who live in that area 
That is, you cannot benefit the people in California, nor the people 
in Chicago, nor the people in Portland, Maine, by power facilities 
which you contend we own in the Tennessee Valley. I am notfso 
sure that bringing the Reynolds Metals Co. down into the Tennessee 
area, When they intended to build their own powerplant at another 
place, can be said to be beneficial to the Atomic Energy Commission, 
or the Nation. 

Mr. Evins. But the gentleman will recognize the national defense 
importance? 

Mr. Puiturps. I definitely recognize the national defense im- 
portance. We have national de fense projects in California. 

Mr. Wuirren. Like a good lawyer, he expounds his version of the 
facts which lead to his conclusion. I teks personally differ as to 
the facts which lead me to a different conclusion. 
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POWER GENERATING CAPACITY 


Mr. Puruurps. Not being a lawyer, I cannot speak from experience; 
but I understand that is why they have judges. 

Now, if I may turn to another little difference between the testimony 
vesterday, and the previous testimony on the part of my friend from 
TVA, if you will turn to page 324 on the Public Works Appropriation 
for 1956, which was in May of last year, I had a little colloquy with 

the General (Mr. Vogel) and Mr. Wessenauer tried to point out I was 
not accurate, in a very nice way, and then submitted for the record 
at Mr. Rabuat’s request, 4 or 5 “inches of very fine print, in which he 
admitted I was right. But he had it so involved in language that it 
is very difficult to draw that conclusion without careful study. The 
point was that in 1955 the drawdown expected in the capacity of the 
systems of the hydroelectric plants, the difference between that and 
- drawdown allowed for drought, between that and the median 

‘ar, was 200,000 kilowatts, and that was the amount allowed by 
i v A for possible loss as a result of drought or any other demand upon 
it. In 1956, it was also to be 200,000. I have the figures here right 
before me—vour figures. In 1957 the estimate was to be the same 
thing. 

Now when vou come in today, General, you come in with a margin 
| think it is on page 12 in this book—vou come in with a margin of 
375,000 kilowatts difference. In other words, in 1957, having given 
is a figure a Vear ago of a difference of 200,000, for 1957, less than a 
year later, vou give us a difference of 375,000 for safety and, in 1958, 
another 375,000. 

There are two things about that. First, vou speak about the name- 
plate capacity. I take for granted that is the capacity shown here, 
the nameplate « ‘apacity, or the nameplate capacity plus 10 percent. 
Which is it? Is it the name plate capacity plus 10 percent, or the 
actual nameplate capacity? 

Mr. Kampmerer. I must confess vou have me a little confused. 
Before 1 answer, I want to be sure that I am looking at the 
figures vou are. 

Mr. Puiuurpes. I am looking at page 12. My contention is that 
he estimate of shortage is ac ‘tually not the real shortage but just an 

croachment on vour norm: il reserve: because if you used 200 000 
kilowatts as the difference in capacity between median and adverse 
flow conditions and allow for the potential capacity above the name- 

late capacity, you show a deficit of 127,000 kilowatts, on the basis 

‘f which vou are asking Congress to appropriate money for additional 
nits, when actually vou do not have any deficit; vou have a surplus 
f 48.000 er paieor for 1957 and ¢ 1 deficit of 100.000 kilowatts for 
958 instead of 257.000 kilowatts. 

Mr. Kampmerer. I believe you are working under some misappre- 
ensions; but, in order to be sure that we are talking about the same 
ing, - me cneon 1 or 2 points. 

[ assume when you speak of the defiiciency of 127,000 on page 12 
eing an actual surph is of 48,000, you arrive at that figure by deduc- 
tion of 127 from 175. 

Mr. Puiturps. That is correct. 

Mr. Kampmerer. And the 175 you obtain by deducting 200 from 
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Mr. Puituirs. That is correct. 

Mr. Kampmerer. And 375 is the figure which is indicated approxi- 
mately as being the allowance made for loss of hydro capacity under 
adverse conditions. 

Mr. Puiuuirs. That is correct. 

Mr. Kampmeter. Indicated as approximately three-quarters of 
500,000, or thereabouts. 

Mr. Puiuurrs. That is correct. And in the preceding years, the 
figure was shown as 200,000. 

Mr. Kampmerer. That, I think, is a misapprehension. The 
200,000 you are comparing with that, I take it, is the 200,000 referred 
to on page 324 of last year’s hearing. 

Mr. Puiuurps. Correct. 

Mr. Kampmeter. Which is the figure at the end of the paragraph 
in the middle of the page. 

Mr. Puiuures. That is correct. It really is a subtraction in the 
paragraph beginning “I am quoting.”” If you deduct one from the 
other, you get in each case 200,000. 

Mr. Kampmeter. But what I wish to bring to your attention is 
that you are deducting figures to obtain an item which is not the 
same item we are talking about on page 12 of the justifications. The 
figures on page 324 of last year’s hearing indicate that as between 
the capacity available with the reservoirs drawn down under median 
year conditions, and the capacity when they are further drawn down 
under adverse conditions, there is a difference of approximately 
200,000 kilowatts. 

Mr. Puruurps. Does not that compare with your 375,000? 

Mr. Kampmerer. No, sir. Both figures of capacity on page 324, 
the figure for the median year, as well as the figure which assumes 
adverse conditions, refiect some drawdown, some Joss of capacity. 
The figure shown, for example, for the median year is after allowing 
for the amount of drawdown, the amount of loss of capacity, that is 
experienced in a median year, and that is part of the 375,000 kilowatts. 

Mr. Putuuips. I wish you could show me that anywhere, or point 
that out in yesterday’s testimony, that that is what you said it was. 

Mr. Kampmeter. Yesterday’s testimony did not deal at all with 
median year conditions, or the difference in conditions between a 
median year and a dry year. 

Mr. Puruuips. It dealt with the most adverse conditions, 

Mr. Kampmeirer. No. AsTI pointed out yesterday, that 375,000- 
kilowatt allowance was not intended to cover the most adverse con- 
ditions; it was intended to be an allowance which was a part of the loss 
experienced under the most adverse conditions. It was not a reduc- 
tion below any capacity figure which in itself reflected a reduction, 
such as the median figure on page 324 of last year’s hearings, but a 
reduction below the maximum capability of the machines with no 

drawdown of the reservoirs. 

Mr. Puiturps. Without considering anything above the nameplate 
capacity? 

Mr. Kampmerer. After considering the full capacity over and above 
the nameplate rating. 

Mr. Puiuurres. I do not want to question your statement, Mr. 
Kampmeier, but I find it very, very difficult to accept your statement. 
Can you put it down some way that I can read it and put it in the 
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record; because I cannot accept that statement. Here where you 
have a nameplate rating and you have a capability beyond that, and 
you have a 200,000 allowance here and a 375,000 allowance, and then 
to say that 375,000 still does not include the capability above the 
nameplate rating, is hard for me to accept. 

Mr. Kampmeter. The 375,000 is a reduction from maximum capa- 
bility, which does include the capacity over and above the nameplate 
rating. And the reduction of 375,000 is from that maximum capabil- 
ity figure. 

I think it would be best if I tried to write this out. 

Mr. Puiuurps. It is a reduction down to what? 

Mr. Kampmeter. The 375,000 brings the figures down to what we 
have indicated is the amount of capacity we “feel can be considered 
normally to be available, assuming all of the units were in operation, 
but allowing for the fact there will be some drawdown. The 375,000 
is deducted to make reasonable allowance for drawdown, so that the 
resulting figure, after we deduct the 375,000, indicates the capacity 
that would be likely to be available under those conditions. 

Mr. Puiuures. Wait a minute; what do you mean; under what 
conditions? 

Mr. Kampmerer. Under a set of conditions that could be considered 
to be reasonably typical. 

Mr. Puiturs. That is your median? 

Mr. KampMerer. No; this is not actually the median; it is between 
the median and the adverse. 

Mr. Puituips. Is not this something new in the calculation both 
as to the nomenclature as applied by utility practices, and the standard 
utility practices, that vou should have a median and then some new 
and nebulous point between median and the most adverse condition? 

Mr. Kampmeter. I think not, sir. It was based on language which 
Mr. Green helped to develop when he was with the Federal Power 
Commission, applying, as clearly as we can understand it, FPC’s defi- 
nition of the term it calls ‘dependable capacity’? and that term is 
supposed to be the measure of the amount of capacity which can 
reasonably be expected to be available at the time of the maximum 
system demand assuming that all generating units are in service. It 
does not say “under median conditions;’’ it does not say ‘‘under the 
most adverse conditions.” 

Mr. Puixurps. It says under the most adverse conditions. 

Mr. Kampmeter. I do not recall it that way; but I would be glad 
to check that. 

(The information requested is as follows:) 


HYDRO GENERATING CAPACITY—TVA SYSTEM 


The nameplate capacity of the hydro plants in the TVA system at the end of 
1957 is scheduled to be 3,739,235 kilowatts. With favorable water levels, the 
capacity would be greater, the increase for a typical hydro plant being 3 or 4 per- 
cent (as compared with about 10 percent for a typical steam plant). However, 
luring the high-load season (generally November through February) the capacity 
f the hydro plants is reduced at all times by the drawdown of the tributary re- 
ervoirs (required, in part, for flood control) and most of the time also by high- 
water head reduction at the main-river dams. 

The hydro capacity available during the high-load season is constantly changing 
with streamflow and reservoir conditions. The total hydro capacity would 
rarely be the same on 2 consecutive days. Hence any figure of the hydro capacity 
that should be expected to be available to help meet the maximum system load 
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can Only be an approximation based on reasonably typical conditions. In re- 
porting estimated “dependable capacity’”’ of the hydroplants to the Federal! 
Power Commission TVA assumes drawdown of the reservoirs to about 10 percent 
of the storage space above their normal minimum levels, and no high-water head 
loss at the main-river dams. For the system now scheduled at the end of 1957 
the resulting capacity figure is 3,425,000 kilowatts. The reduction that this 
represents from maximum capability under favorable conditions is roughly three- 
fourths of the reduction that is experienced with more extreme drawdown or with 
severe high-water head loss, under either of which conditions the capacity may be 
in the range of 3,250,000 to 3,350,000 kilowatts. 

On the other hand, if streamflows were consistently at a median level through- 
out the winter, the hydro capacity at time of system peak load (depending to some 
extent on when in the winter the maximum demand occurs) probably would be 
in the range of 3,500,000 to 3,600,000 kilowatts. 

As a convenient approximation, it is assumed (as in the figures appearing on 
page 324 of last vear’s hearings) that a typical capacity figure at the probable time 
of system peak load is 100,000 kilowatts higher with median streamflow and 
100,000 kilowatts lower with adverse streamflow, than the reported “dependable 
capacity.” It will be noted, however, that all these figures of available capacity 
during the high-load season are several hundred thousand kilowatts less than the 
maximum capability during the summer with favorable head conditions. 

While “dependable eapacity’’ implies at least relatively adverse conditions, 
TVA has seen fit, as permitted by the FPC definitions, to assume something less 
severe, as indicated above, than the most critical conditions, “treating such 
abnormal limitations as an emergency condition to be covered by the reserve 
capacity.” 

Mr. Puinturrs. I am reluctant to pursue this on the basis of time 
any further and I am about as confused on this particular subject as | 
wish to be in 1 afternoon on any 1 subject. I think we will let Mr. 
Green check up on the nomenclature of the Federal Power Commission 
and if Mr. Kampmeier will put this down into writing, I can read it 
and maybe understand it; so I will go to another subject. 

(Note by Mr. Phillips, submitted subsequently :) 

Inquiry to the Federal Power Commission confirms my statement in the hearing 


that the FPC’s instructions for determining dependable capacity uses the words 
“under the most adverse streamflow conditions of record.”’ 


COAL BUYING POLICY 


Mr. Pauuips. I would like to go back briefly to the coal situation. 
I suspect, unless Chairman Kirwan corrects me on this, that I am 
probably the only member of this committee who ever worked in a 
coal mine. Mike, did you work in a coal mine? 

Mr. Kirwan. Yes, I started out by working in a coal mine. 

Mr. Pairs. I thought probably you had; so you and I hav 
both worked in a coal mine. I had hoped we were done with this 
last year, but I think we have some points here gx are not yet cleared 
up and I quote from page 10 of the Tennessee Valley Authority Act, 
subparagraph b of section 9: 

All purchases and contracts for supplies or services, except for personal services, 
made by the Corporation, shall be made after advertising, in such manner and 
at such times sufficiently in advance of opening bids, as the Board shall determine 
to be adequate to insure notice and opportunity for competition. 


‘c 


If you will keep in mind those terms ‘‘adequate to insure notice and 


opportunity for competition,” I would like to point out to you that 
only yesterday the witnesses testified that bids were taken; that 
generally speaking they were given to the low bidder, although that 
is not required in “the act, and then point out to you that a couple of 

‘ars ago the Independent Offices subcommittee made an investiga- 
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tion of this subject. I think it was testified yesterday, when Mr. 
Rabaut was presiding, that the contracts were made with coal-mining 
companies. I am afraid for the moment that the witness neglec ted 
or overlooked the Bransford case. Do you remember the Bransford 
case? 

Mr. Kampmeter. I recall the Bransford case. 

Mr. Puruuips. Mr. Bransford submitted a financial statement 
which showed a net worth of over $50,000; although the Bransford 
Coal Co. that was awarded the contract was a new $10,000 corpora- 
tion. Bransford Coal Co. furnished a statement that they were 
producers when actually they were a brokers who had a contract 
with an owner of a mine to sell to TVA. And the question was 
asked by a very distinguished member of this committee, a personal 
friend of Mr. Evins, “Do they have a right to mine coal’ and the 
answer of TVA was “Not that I know of.” Then the question was 
asked “Do vou think they did misrepresent themselves as producers,”’ 
and the answer was “‘Yes.’’ Then the question was asked “Did it 
occur to vou at that time’ and the answer of the TVA witness was 
“No, it did not.’”’ The question was still asked by the same member 
of the subeommittee ‘‘Do vou think that is an error in contract?” and 
the answer was “Yes.” 

[ think when vou come in and say you require bond and deal only 
with people who are responsible, and deal only with mine owners, 
vou have a shorter memory than we. 

Mr. Kampmerer. If there was a question yesterday whether we 
ileal only with mine owners, the answer should have been “No.” We 
certainly did not intend to say otherwise. 

\tr. Putuuipes. The record can be corrected. 

Mr. Puiturps. Now, regarding the bonds which I think is rather 
important—and this 1 am serious about—the TVA witness said: 
“Where we have had no experience with the man, and we do not 
know what his reptitation is, and cannot find out from financial state- 
ments, we require bond.”’ 

Then I asked: ‘‘Could you be specific on how many of these you 
ave actually required bond?’ The witness did not know, but he 
supplied it for the record, and I read it literally: 

‘Bonds were required in 8 of the 30 cases. They would have been 

quired in some additional cases, including the Bransford case, 

that the requirement was waived by TVA in the course of 
gotiating lower prices than were bid originally.”’ 

{ ask vou, General, to compare that with the requirement in the law 
hich says that while vou do not have to accept the lower bid, the 
Board shall determine the method of bidding to be adequate to insure 
notice and opportunity for competition. 

[ ask now, as I have asked before. how vou can have competitive 
ids leis vou can take a low bidder and then change the terms of 
the contract and require him, by twisting his arm somehow, to bid a 
wer bid through making a little deviation in the original advertise: 

“Have you ever aone that? Have you ever made any changes in 

advertised bid after bids were opened and given to a low bidder 
der to negotiate a lower bid with him than he had bid in writing? 
KamMpMEIER. Shall I respond to that, General? 
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Mr. Voacet. I think you had better do so. I cannot give you any 
specific case from memory. However, it would seem to me that that 
is a procedure which is followed not infrequently in Government deal- 
ings when advertising has been made, and bids have been received 
and none are considered to be within the range which is acceptable 
and that then at that point negotiation is permissible. 

Mr. Puituips. General, I would be completely in accord with what 
you say and I would offer you many of the military contracts as 
examples but, unfortunately, I think when you go back home and 
check into this, you will find that the changes in the contracts have 
not been minor changes. They have been what you and I would call 
major changes. 

Mr. Voce. Have any of these been fairly recent that you know of? 

Mr. Puiuurps. That I cannot say. This testimony is contained 
in a previous hearing. As I said to you yesterday, if the witnesses 
had come in here and admitted to me that in the case of the stockpile 
that vou actually had made a number of mistakes, but that you are 
trying to correct them and that vou really did have, as the Federal 
Power Commission report says, 16 days coal at the Kingston plant 
on the Ist of February; 8 days’ coal on the Ist of March and 12 
days’ coal on the Ist of April, based upon your January use, which 
is & maximum use to which vou should shoot, I would have thought 
nothing more about this, but when witnesses come in and wind all 
around the answer to the questions asked by Mr. Rabaut, and do not 
give specific answers to the questions he asked, then I invariably 
get suspicious, as you should know by now. 

General, I will ask a list of questions, if I may, which will run to 
about a dozen in number, and if you will supply the answers for the 
record maybe this is the last time we will have to talk about coal. 

I wish you would furnish for the record, please, General, a list of all 
the coal contracts existing or past. Let us not get down to little ones 
because I do not care about that, nor the emergency ones. However, 
let us say contracts that cover purchases of coal amounting to $1 
million or more and for each of the contracts, please give me the follow- 
ing information: 

(1) The date of the contract and the length of the contract, 

(2) The total tonnage to be delivered under the contract, and the 
rate of delivery, 

(3) Tonnage of coal delivered each year to date, 

(4) Cost per ton, and per million B. t. u.’s each year, 

(5) Whether the contractor is a broker or a distributor, 

(6) The source of the coal supplied under each contract, 

(7) Is or was any employee or former employee of the TVA con- 
nected with the contractor in any way? That is a little more impor- 
tant than it may seem to be to the committee, offhand. 

(8) Was the contract let under competitive bids, as required by 
section 8, subsection (b) of the TVA Act, the first part of which, and 
the important part of which, I have already read into the record? 

This subsection of the TVA Act says, and I quote: 

Bidders’ financial responsibility, skill, experience and record of integrity in 
dealing may be considered by the Board in making awards. 

My question is: Was the contract awarded to a bidder or supplier 
whose ‘financial responsibility, skill, experience and record of integ- 
rity in dealing’”’ was established or confirmed? 
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(9) If the contract was let to a speculative broker or to an irrespon- 
sible broker or dealer, what justification was there for letting that 
contract? 

(10) Does the contract—and this is important, General—as it was 
awarded, represent a change in the conditions as to grade of coal, 
amount of coal, or price, from the specifications advertised when the 
bids were requested? That is very important. 

11. Was there any failure to deliver coal in accordance with the 
contract terms under any of the contracts executed? If so, was the 
contract void? 

(The information requested follows:) 


TENNESSEE VALLEY AUTHORITY COAL PURCHASE ConTRACTS ($1 MILLION OR 
More Eacn) 


Answers to questions asked by Representative Phillips. Accompanying 
tabulation has column numbers to correspond with question numbers. 

1. Question. The date of the contract and the length of the contract. 

Answer. Accompanying tabulation shows name of the contractor, number, and 
date of contract and length of contract. Also shown is the plant for which the 
delivered cost per million British thermal units is computed. (TVA reserves 
the right to ship the coal to any plant.) 

2. Question. The total tonnage to be delivered under the contract and the 
rate of delivery. 

Answer. Quantities are shown in the accompanying tabulation. In determining 
the amount involved in any contract the nominal tonnage and initial period 
were used without regard to option to expand, unless option had been exercised. 

3. Question. Tonnage of coal delivered each year to date. 

Answer. Accompanying tabulation shows these quantities by calendar years. 
Contract date is frequently different from the date for starting deliveries. Quan- 
tities for 1956 are for the first 3 months only. Deliveries are affected by exercise 
of TVA contract rights to increase or decrease the quantity within specified 
limits and by mine strikes, transportation strikes, miners’ holidays, acts of God, 
and other force majeure conditions which may reduce the delivery. 

4. Question. Cost per ton and per million British thermal units each year. 

Answer. Accompanying tabulation shows cost per ton stated in the contract. 
This may be f. o. b. mine loaded on rail cars or barges or may be f. o. b. plant 
delivered by truck or barge. The British-thermal-unit cost is based on delivered 
cost to the plant and includes all transportation cost. Changes in cost per ton 
or per million British thermal units in the tabulation reflect increases because of 
miners’ wages or other escalation factors in the contract and/or changes in the 
cost of transportation. 

5. Question. Whether the contractor is a broker or a distributor. 

Answer. The accompanying tabulation shows whether the contractor was the 
producer of the coal or a sales agent. Frequently the sales agent and the producer 
are under the same ownership. 

6. Question. The source of the coal supplied under each contract. 

Answer. Shown in accompanying tabulation. 

7. Question. Is or was any employee or former employee of the TVA connected 
with the contractor in any way? 

Answer. This question is answered below rather than in the accompanying 
tabulation. Insofar as we know only one former employee left TVA for employ- 
ment with a coal company, Tom A. Lemay. On July 2, 1951, Mr. Lemay verbally 
tendered his resignation to Mr. Rockwell. This was confirmed in writing on 
July 3. On July 10 Mr. Rockwell wrote Mr. Lemay accepting the resignation 
and establishing July 20, 1951, as the last day of work. 

Mr. LeMay went to work for Sterling-Midland Coal Co. of Chicago, Ill., a 
company which had not theretofore, had any contract relations with TVA. 

On July 16, 1951, Sterling-Midland Coal Co. offered a bid on coal for the Shaw- 
nee Steam Plant. Contract TV-8227A was awarded them on September 28, 
1951. This contract calls for 250,000 tons of coal the first year and 350,000 tons 
of coal for each of the next 9 years. The price in the contract is $3.50 per ton, 
subject to escalation for wages and certain other cost factors. To the best of our 
knowledge, Mr. LeMay did not participate in any way as a representative of 
either party in any negotiations leading to this contract. 
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Sterling-Midland initially bid their coal at $3.55 per ton f. o. b. mines on the 
New York Central Railroad, which carrier had quoted a rate of $1 per ton for 
freight from mine to the Shawnee Steam Plant. This price was considered too 
high. In order to save time, to permit the railroad to begin construction of 
necessary rail facilities, and to make new low-cost source of coal available TVA 
negotiated a contract for the quantity of coal and at the price shown in the above 
paragraph. 

8. Question. Was the contract let under competitive bids as required by 
section 9 (b) of the TVA Act? That is, was the contract awarded to a bidder 
or supplier whose financial responsibility, skill, experience, and record of integrity 
in dealing was established or confirmed? 

Answer. Answered in accompanying tabulation for each contract. 

9. Question. If the contract was let to a speculative broker or to an irrespon- 
sible broker or dealer, what justification was there for letting the contract? 

Answer. Such cases are identified and explained in accompanying tabulation. 

10. Question. Does the contract as it was awarded represent a change in the 
conditions as to grade of coal, amount of coal, or price from specifications adver- 
tised when the bids were requested? 

Answer. Answered in accompanying tabulation for each contract. 

11. Question. Was there any failure to deliver coal in accordance with the 
contract terms under any of the contracts executed? If so, was the contract void? 

Answer. This question was not numbered in the transcript. However, we 
have identified such cases in the accompanying tabulation and have noted the 
circumstances. We assume the second part of the question refers to cancellation 
action by TVA as a result of defaults by the contractor. 
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Mr. Puiuurrs. I have a few odds and ends of questions, the first 
one of which is as follows: 

Is it not true that reputable and responsible producers and dealers 
have offered TVA more coal than the TVA requires, and at reasonable 
prices? 

In response to the great majority of TVA’s invitations of coal bids, more coal 
has been offered by responsible bidders than was needed and TVA accepted the 
lowest and best responsible offers for the required amounts of coal. During the 
last year, however, in the case of some invitations for the Kingston and John 


Sevier plants, the total offers of coal from all bidders were not adequate for TVA’s 
needs. 


Has any coal contract been awarded to a bidder who made false 
statements in his bidding papers, and which were known to TVA to 
be false prior to the award? That is not going to be very hard to 
answer, as I have already read you the TVA testimony on that, 
General. 


TVA’s practice is to reject any bid in which the bidder is known to have made 
any false statement. Exceptions may be made if an inaccurate statement can 
be explained by inadvertence, misunderstanding or ignorance, provided also that 
the bid would have been wholly acceptable on the basis of the correct information. 
TVA endeavors not to make any contract based on fraudulent representations, 
and to the best of our knowledge and belief no contract has been entered into with 
a knowledge of such representations. In the case of certain TVA coal contracts 
reviewed by the House in 1952, including particularly the Bransford contract 
referred to above, TVA’s representative was lacking in diligence in uncovering 
misleading statements by the bidders and reporting them to the TVA management. 

Was there any failure to deliver coal in accordance with the contract 
terms under any of the contracts executed? If so, was the contract 
voided? 

There were certain instances of failure to deliver in accordance with contract 
terms. See the table furnished in response to the numbered questions above. 


Where this occurred, among the contracts listed, the fact is noted in the table 
and the circumstances are described in the notes that accompany the table. 


Has any evidence developed as to collusion or improper interest 
on the part of any TVA employee and if so, was such employee dis- 
charged? 


No. If this question deals with the TVA representative referred to in the re- 
sponse to the second preceding question, he was relieved of his procurement duties 
and subsequently left TVA. This employee was considered to have exercised 
poor judgment but not of participating in collusion. 


Has the TVA coal purchase policy followed the directives of the 
TVA act to provide for agricultural and industrial development of 
the Tennessee Valley? 

In other words, could all of the coal, or how much of the coal 
needs could have been supplied by development within the TVA 
Valley itself? 


As to the first part of this question, the TVA act neither requires nor permits 
TVA in the purchase of materials and supplies to discriminate in favor of local 
bidders. However, the new market for coal created by the TVA steam plants is 
bringing about a marked increase in coal production both in the Tennessee Valley 
ind in nearby coal producing areas. Moreover, the TVA policy of encouraging 
comparatively small coal operators to compete for a share of the TVA market 
has been especially helpful to the coal industry within the Tennessee Valley 
where coal deposits characteristically are small and scattered and do not lend 
themselves as readily as elsewhere to large scale development efforts. 

The answer to the second question is that competitive bidding, applied in 
accordance with the TVA act, has shown that as a practical matter, TVA needs 
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to depend upon areas fairly close to, but outside of, the Tennessee Valley to 
supply the greater part of its coal. The western Kentucky, southern Illinois, 
and southern Indiana coalfields lie entirely outside the Tennessee Valley. These 
are the the fields closest to the Shawnee and Johnsonville plants and constitute 
the practical and economical source of coal for those plants. At the Colbert 
plant those fields have some competition from the Alabama coalfield which also 
lies outside the Tennessee Valley. The Kingston and John Sevier plants are 
supplied from a coalfield that extends through portions of eastern Kentucky, 
eastern Tennessee, and southwestern Virginia. In this field the major portions 
of the reserves and production are outside the Tennessee Valley. Only in the 
case of the Widows Creek plant is the natural supply from a field that lies prin- 
cipally within the Tennessee Valley—the southern Tennessee coalfield. 

That is as much as I have about coal. 

Mr. Kampmerrr. I was just going to ask, Mr. Phillips, what your 
suggestion is with regard to a time schedule. We do not want to 
make too hurried a reply. We are anxious to provide answers to all 
those questions because we want you to have the facts and we think 
the committee will be pleased with what the record was, but it will 
take time to go through the old files and we do not want to have to do 
too hurried a job, and I am wondering how much time we will have 

Mr. Kirwan. I would say you had better get that for the record on 
those 11 questions just as quickly as possible. 

Mr. Kampmerer. We will discuss the time requirements with the 
clerk. 

Mr. Kirwan. Off the record. 

(Discussion off the record.) 

Mr. Kampmerer. Do vou wish to have this material in your hands 
as a part of the transcript, or can we furnish it to you later for the 
printed record? 

Mr. Kirwan. We desire to have it as a part of the transcript. 

Mr. Kampmetrer. That will necessitate a little quicker time schedule, 
perhaps. 

Mr. Kirwan. Yes; but vou can talk to the clerk about that. 

You may proceed, Mr. Phillips. 

Mr. Putiurps. Let us go to another subject, Mr. Chairman, if | 
may. 

General, if Congress does not provide funds for TVA power ex- 
pansion, a question which has been asked you several times within 
the last 36 hours 

Mr. Krrwan. Mr. Kampmeier, how long will it take you to furnish 
the answers to the questions which have already been propounded? 

Mr. Kampmerer. We could not possibly do it today, because there 
are perhaps a hundred contracts involved, Mr. Chairman. It would 
be a matter of days. 

Mr. Kirwan. How long will it take you to put the answers in the 
record? 

Mr. Kampmerer. I would think that to do the work properly and 
carefully and check it we ought to have 10 days or so. 

Mr. Kirwan. I do not think we can hold the record up that long. 

Mr. Puitiirs. How many million-dollar contracts do you have now? 

Mr. Kampmeter. Are you interested only in the ones that are in 
existence today or are you interested in all that we have had over the 
last 20 vears? 

Mr. Puiuires. No; not over the last 20 years. I had in mind 
period of, perhaps, my own acquaintance with TVA, which is about 
10 vears. 
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Mr. TaBer. You must have your annual reports of the TVA which 
would give most of that information. 

Mr. KampMerer. Suppose we approach it this way, if I might make 
a suggestion: We will start with the latest contracts, and we will 
work back and give you the material as fast as we can, and get it in 
vour hands as completely as possible for the transcript as the sort of 
timetable which has been described will permit. This is not entirely 
material which is in my own jurisdiction, and I cannot say offhand 
how much time it will take the people in the divisions involved to 
pull the material together, but it would be a matter of some days. 

Mr. Kirwan. If we can have it at the beginning of the week or by 
midweek, it will be all right. We are going to try to mark up this bill 
by the end of next week. 

Mr. Kampmerer. We will certainly have a substantial part of it 
by then, but whether we can complete all the details by then is 
doubtful. 

NEW POWER GENERATING FACILITIES 


Mr. Puiuuips. I started to ask the general this: General, several 
times in the last 36 hours you have been asked what would happen if 
the Congress should not provide funds for TVA power expansion, and 
the implication was that you would have to probably close down. | 
will change that to say that you would have to operate under very 
difficult circumstances. Would that be right? 

Mr. Voceu. Yes, sir. 

Mr. Puinturrs. Now, I want to ask a supplementary question: 
What would prevent the prospective industrial customers of the 
TVA from following the good example just set by Memphis, and 
build their own power generator facilities? 

Mr. Vocgt. | think that anyone who should decide that that were 
the better course to pursue would certainly be free to do so. There 
is a question, of course, as to the time that might be required to build 
such facilities, of course. 

Mr. Puiturps. Are you suggesting you can build one more rapidly 
than anyone else can build it’ 2 

Mr. Voceu. Iam only saying what has been said before, and that 
is in order to add any steam units there is required something like 
2.5 to 3 vears from the time first orders for equipment are placed, and 
even TVA, with the existing plants to which units would be added 
would be fairly crowded on such a schedule. 

Mr. Puiturs. Well, I think you have a good example down in the 
Tennessee Valley area which should take the concern out of the minds 
of some of our friends to the effect that if TVA does not get money for 
additional plants, power will still be supplied to the area. 

Mr. Evins. Will the gentleman yield at this point for an observa- 
tion? 

Mr. Puruuips. I am always glad to yield to you, Mr. Evins. 

Mr. Evins. I might point out that TVA has long-term contracts 
and commitments with municipalities, REA Co-ops, “and others, and 
t might involve a question of a violation of contract if those things 

re to develop. 





310 


POWER CONTRACTS 


Mr. Puitures. I do not want any violation of contracts, but that 
raises the next question: These contracts about which Mr. Evins 
speaks—how soon do they begin to expire; that is, the various con- 
tracts which you have with distributors of TVA power? 

Mr. Voce. They expire from time to time depending on when they 
were first made. Several have already expired and have been renewe 

Mr. Puruures. As they expire in the future, do you contemplate 
renewing them? 

Mr. Voce... Yes, sir. 

Mr. Puiturrs. When you renew them will they be amended to 
permit the distributor to construct power generating facilities of its 
own if they want to do so? 

Mr. Voce. Certainly, if that were desired. I feel sure that if a 
distributor chose to take that action the Board would certainly give 
them a very favorable hearing. 

Mr. Puiuuips. Will they also be amended to permit the distributor 
to purchase power from other sources if he wishes to do so? 

Mr. Voceu. Well, I find it very difficult, Mr. Phillips, as you can 
understand, to speak for my other two colleagues; I think each of 
these cases would have to be separately considered, and since they 
are not here, I will have to speak for myself and say that I certainly 
would be extremely favorable to such contracts. 

Mr. Puruuipes. Then there is one other amendment which always 
seems to me to be very desirable, having at one time served as the 
chairman of a committee of a local government on this same matter: 
What about the control of the resale rates? Will they be amended 
to permit distributors or a municipal distributor to set its own resale 
rates on this power as they do in all the other 40 States of the United 
States? 

Mr. Voce. No; I should think not. That question has been 
raised quite a number of times, and the terms of the act are fairly clear 
to the effect that electricity shall be sold at as low a rate as possible, 
and it would seem to me, surely, that if any large profit is to be made, 
it should be made by the United States and not by the distributor. 

Mr. Puiuurps. Off the record. 

(Discussion off the record.) 

Mr. Swiputer. Mr. Phillips, if you are looking at the same print 
I am, sir, you will find the statutory provisions on resale rates on 
page 12, section 10, the proviso beginning on the fifth line from the 
bottom of the page, and also in section 11. 

Mr. Puiturps. Well, that is not mandatory. It is permissive. It 
does not say, generally, where you are about low rates. 

Mr. Swip.er. It does in section 11, which I also referred to. 

This policy is further declared to be that the projects herein provided for shall 
be considered primarily as for the benefit of the people of the section as a whole, 
and particularly the domestic and rural consumers to whom the power can eco- 


nomically be made available, and accordingly that sale to and use by industry 
shall be a secondary purpose— 


Mr. Puiuuips. I do not take exception to that at all. 
Mr. SwIDLeER (reading): 


to be utilized principally to secure a sufficiently highload factor and revenue 
returns which will permit domestic and rural use at the lowest possible rates and 
in such manner as to encourage increased domestic and rural use of electricity. 
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Mr. Puruuirs. I think that is capable of a dual interpretation on 
the basis of my own practical experience with it; that is, if the people 
themselves would like to add a fraction of a mill for the construction 
of a park which they would consider to be to their own benefit, they 
would not think that the TVA would have any authority to say they 
could not do it if they wanted to. 

Mr. Voaet. I think there you open up a question of degree, Mr. 
Phillips. I think you, too, would agree that it would be rather 
improper for an agency of the United States Government such as 
TVA to bend every effort and make use of every proper device in 
order to sell power as cheaply as possible and at as small a margin as 
possible, and then have some community sell it at a rate which would 
permit them to wipe out all of the necessity for city taxes, for example, 
and to go into park development, and so forth. 

Mr. Puruurps. General, you and I must have a fair different inter- 
pretation of representative government, because this depends entirely 
upon the opinion of the local people. If the local people do not want 
to do it, and the board of trustees or commissioners or whatever you 

call them in Tennessee—we call them city trustees—if they added a 
on or a supplementary tax upon the people through the power costs 
that was excessive, or for some purpose the people did not agree with, 
I give you one guess as to what would happen to the city trustees in 
the next election. That is what is known as representative govern- 
ment, and I believe in it, and I do not see that the TVA has authority to 
come in and say that the city trustees and the city council or whatever 
you choose to call it may or may not do that. So, your answer to my 
question is that they will probably not be amended along those lines. 

I have only one more question. I would like another tabulation, if 
you please, Mr. Chairman 

Mr. Wuirten. Would the gentleman yield to me on the earlier 
point? 

Mr. Puiuurps. Which one? 

Mr. Wuirren. About the TVA restricting or limiting the rates 
at which power is sold by the distributors to the ultimate consumers, 
as I understand the question, does not the TVA act itself require that 
the power generated should be distributed on a basis of seeing that the 
benefits of TVA power production be reflected to ultimate consumers? 

Mr. Puruurps. Off the record. 

(Discussion off the record.) 

Mr. Swipuer. The act says that the power shall be sold in such a 
way as— 
will permit domestic and rural use at the lowest possible rates, and in such manner 
as to encourage increased domestic and rural use of electricity. 


Mr. Wuirrten. That is the section that I recall. 

Mr. Puruuips. My contention is that it is capable of interpretation 
to say that a rate need not be forced upon the people if they themselves 
feel they are benefiting from a different rate. 

Mr. Chairman, I have only one other question. 

Mr. JENSEN. Would the gentleman yield to me at this point? 

Mr. Puruurps. Yes; gladly. 

Mr. JeENsEN. Would TVA or has TVA the authority to forbid a 
private power company, for instance, or a municipality from building 
their own powerplant in the Tennessee Valley? 
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Mr. Voce. Are you asking that of me? 

Mr. JENSEN. Yes, or anvone who wants to answer it. 

Mr. Voce . I do not think there is any such authority. 

Mr. Puruurps. Has the question ever arisen? 

Mr. Swipter. Yes; the question has arisen, and I agree with 
General Vogel’s answer that TVA has no authority to prohibit such 
construction. 

Mr. JeNsEN. If a municipality or a private power company set out 
to build a powerplant in the Tennessee Valley and distribute power 
at a price possibly lower than the TVA rates, then what position would 
the TVA be in with respect to heading them off, or would they head 
them off or would they attempt to head them off? 

Mr. Voce. Again, | will have to speak for myself and I would say 
that we would certainly not attempt to head them off, any more than 
we did in the case of Memphis, which decided to build its own plant 
within the area, and to supply the entire area of Shelby County. 

Mr. JensEN. That is all, Mr. Phillips. 


CONSTRUCTION COST ESTIMATES 


Mr. Puituires. Mr. Chairman, I have only one more question, and 
that has to do with the cost. The members of the committee will 
remember that I have asked this same question of the Bureau of 
Reclamation witnesses and the Bureau of Engineers’ witnesses: 

Will you prepare for the record a tabulation for each of the plants 
built in the TVA area, showing the various estimated cost figures pre- 
sented to and testified to before the several committees of the Con- 
gress from time to time by TVA officials? I now have reference to 
powerplants. 

I like to follow, General, and see what you said at the start it was 
going to cost, and then follow the historical record as to how much they 
actually did cost. 

Mr. VocgEt. It is a pretty good record, Mr. Phillips. 

(The information requested follows:) 
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TENNESSEE VALLEY AUTHORITY 


Comparison of estimates with final costs, major multiple purpose, and power projects 
constructed by TV A 


SUMMARY 


Number of units 


Estimate to 


Then Final cost 
Now tt 


Original 
estimate | installed 


Kentucky f $109, 166, 667 
Pickwick i 45, 961, 639 
Wilson 14, 946, 777 
W heeler ‘ 45, 773, 771 
Guntersville - - 40, 734, 720 
Hales Bar 7 22, 200, 000 
Chickamauga 47, 127, 903 
Watts Bar_. : 7 } 38, 400, 000 
Fort Loudoun 32, 900, 000 
Norris ‘ 7 31, 025, 230 
Hiwassee 2 25, 383, 518 
Cherokee 7 38, 700, 000 
Ocoee No. 3 6, 600, 000 
Apalachia ; : 20, 000, 000 
Chatuge : 7, 900, 000 
Nottely 8, 200, 000 
Fontana ; 48, 900, 000 
Douglas 37, 500, 000 
Watauga , 28, 900, 000 
South Holston. _- 30, 650, 000 
Boone ; 27, 500, 000 
Fort Patrick Henry , 13, 000, 000 
Watts Bar steam : 20, 000, 000 
Johnsonville steam : j 98, 000, 000 
Widows Creek steam ; j 103, 000, 000 
Kingston steam ( 213, 000, 000 
Colbert steam ; 110, 500, 000 
Shawnee steam ) 216, 500, 000 
Gallatin steam : ; 85, 000, 000 
John Sevier steam _. : 96, 000, 000 


Tetal. =... . 1, 663, 470, 22: 


_! These projects are substantially complete but as final costs have not been determined the e 
[VA's congressional budget for fiscal year 1957 are used. 
Note.—This shows an underrun of $29,263,193 on $1,663,470,225 or approximately 1.8 percent 


DETAILS 
Estimates to Congress Actual 


Fiscal 
year 


Units Amount 


ntucky 1Yu: 000 302, 206 
333 


Total Kentucky 4 ; i 1-5 09, 166, 667 116, 302, 296 


For comparative purposes 1 unit at the esti- 

mate contained in the congressional 
$2,833,333 has been subtracted. 
Pickwick a 4 - ly 1-2 », O24 29, 7 

531 4, 326, 530 

9, 129, 214 


} 
hearings oO 


| Pickwick aa . 4 ; 5, 961 43, 157, 011 


1936 Report 
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Comparison of estimates with final costs, major multiple purpose, and power projects Co 
constructed by TV A—Continued 


DETAILS—Continued 




































































Estimates to Congress | Actual 
oe | 
Fiscal | nits | Amount Cost Units 
year | 
aid snicananai ncniiinipalpianiiamattias ai 
Ora ae Loe dna: Bee, ry OEE ol pea a RR OF foes ache ect Fo 
| 1943 | 13-16 ST Be cncieineents iecarrin 
1947 17-18 4,117, 500 | Sideciakibins alae ete in taal 
ais i eS | 918] 14,946,777 | $12,903,310 | 9-18 
| Ws — ~~ a = —_—-- 
The Wilson project, including 8 generating 
units, was constructed by the Army prior to the | 5 
creation of TVA. The installation of these 10 | No 
units by TVA was a continuous construction 
operation and the costs of individual units are | 
not separable. The estimate for units 17 and 18 
was not reported separately to Congress and is | 
derived from TVA’s internal authorization | | Hi 
procedure. | | 
IN gn OR See nn 1-2 | 32,116, 537 29, 294, 720 1-2 
| 1937 3-4 | 3, 572, 234 3, 225, 311 3-4 
| | Bi A ad 
1942 | 5-6 CN 1 = cc Naess 
| 1948 7-8 | 5,885,000 |-......-....--|------ 

__..| 5-8 | 10,085,000 | 9,672,807 | 5-8 
ee keen Me mee | 2, 192,838 | 1-8 Ck 
The installation of units 5 to 8 was a continuous | _——- 

construction operation and the cost of individual | 
units cannot be separated. The estimate for 7th | 
and 8th units was not reported separately to | 
Congress and is derived from TVA’s internal | 
authorization procedure. | 
SNE eo Seats ea, Te ee 1” Oe. occa ccleeswe= 
1937 1-2 | NE css cma Sees feicscween 
1939 | 3 | i Lie es pee ktas Pore ; 
|_—————|—_—_—_—_—_———_—__ |__| Oc 
Bei Nad 1-3 | 36, 334, 720 31, 098, 760 1-3 
1949 | 4 | 4,400, 000 4, 716, 442 4 AI 
Total, Guntersville... sca eeaeaac 1-4 | 40,734,720 | 35,815,202 | 1-4 sa 
| oe = = 
The installation of units 1-3 was a continuous | 
operation and the costs by units are not sepa- | | 
rable. | | 
CN fae Sag See Been. o- 228 7, 000, 000 | 8, 808, 242 |._.-.. 
1950 15-16 | 15, 200, 000 | 14, 297, 590 | 15-16 
Total, Hales Bar-_-__. nhl oe ag eg Bim Eee _| 15-16 | 22,200,000 | 23, 105, 832 | 15-16 
Hales Bar Dam including 14 generating units | 
was acquired by purchase. The 1941 item in- | 
cludes dredging, stopping leakage, and raising 
the crest elevation. ' N¢ 
CUMMING... <a cscn ss Pe eons BU ON 8 ice on soe eed see 
| 1937 1-2 8, 785, 645 | ain caine emanates 
| 1939 3 I ices cS sbeena ce 
a 1-3 | 43,127,903 33, 730, 996 | 1-3 
| 1949 4| 4,000,000 | 4,227,891 | 4 
| | scan iia 
Total, Chickamauga--- i aachnccall —4 | 47, 127, 908 | 37,958,887 | 1-4 
The installation of units 1-3 was a continuous | 
operation and the costs are not — able. s 
Watts Bar_.............. Pees Ses 1940 bab d: SAORI css c tol. Fo 
| 1943 4-5 | BG, BOO fo dncnncccaccatfocsuns 
Total, Watts Bar_....__. a ct aaa Be 1-5 | 38, 400, 000 | 32, 976,647 | 1-5 





The construction was a continuous operation | 
and the costs by units are not separable. 


1 TVA’s March 1936 Report to Congress. 
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Comparison of estimates with final costs, major multiple purpose, and power projects 
constructed by TV A—Continued 


DETAILS—Continued 





Estimates to Congress Actual 


Fiscal | nits Amount Cost Units 


Total Fort Loudoun 


The original estimates provided for units of | 


24,000 kilowatts each while those actually in- 
stalled were 32,000 kilowatts each. 

NOM. <<<. 
Less town of Norris, ete_.....--.------- 


Total Norris 


Hiwassee 


ae I ists ecchdnaitessrcneacteass 


Unit 2 is substantially complete—the actual 
cost figure shown is TVA’s estimate in its budg- 
et request for fiscal year 1957. 
Cherokee_. 
Eliminate unit 


Total Cherokee..............-- 


The installation of unit 3 


was stopped by 
W PB in October 1942. 


Emergency wartime construction. 
Apalachia 


Emergency wartime construction. 
Chatuge 


Tota] Chatuge 


The original construction was for storage only | 


without generating facilities. The construction 


was under wartime emergency conditions. The | 
unit is ray ogee but final cost has not been de- | 
; the amount in the actual column is | 
TVA’s estimate in its budget request for fiscal | 


termined 


year 1957. 
Nottely 


Total Nottely -. 


The original construction was for storage only | 


without generating facilities. The construction 
was under wartime emergency conditions. The 


unit is complete but final cost has not been deter- | 
the amount in the actual column is 
request for fiscal | 


mined; 
TVA’s estimate in its budget 
year 1957. 

Fontana..-.-. 
Eliminate unit. 


Total Fontana-_-- a 

Emergency wartime construction; unit 3 was 
stopped by W PB in Uctober 1942. As construc- 
tion progressed, estimates of $62,000,000 $70,- 
000,000 and finally $73,000,000 in budget for 1946 
were presented to Congress. 


!TVA’s March 1936 Report to Congress. 





year 


$34, 940,739 | 1-2 
4, 028, 094 : 


1-2 $28, 500, 000 | 
3-4 4, 400, 000 | 


32, 900, 000° |. 


38, 908, 833 


36, 025, 230 30, 508, 024 | 


Po 000, 000 | 


81, 025, 230 _ 8 508, 024 | 


“15, 250, 000 
4, 233, 518 


| 

483, 518 | 

5, 900, 000 
ae 


25, 383, 518 | 


15, 922, 639 | 
6, 526, 000 | 
22, 448, 637 





34, 500, 000 | 

; —3, 000, 000 | 
1951 | 3, 200, 000 | 
1952 4, 000, 000 | 


7, 200, 000 | 


29, 765, 267 


5, 509, 946 | 


35 , 275, 213 | 


_ 38, 700, 000 


1 6, 600,000 | 7,988, 050 
| 


2 20, 000, 000 | 


22, 558, 532 | 


| | 
5, 000, 000 | , 036, 589 
2, 900, 000 2, 315, 000 


7 , 900, 000 | 351, 539 | 


| 
| 
| 
| 


5, 000, 000 | 5, 379, 709 
3, 200, 000 | 3, 203, 000 





i 200, 000 ,! 582, 709 | 


1-3 | 48, 000, 000 | 
3 —3, 000, 000 . 
3 3, 900, 000 4, 260, 215 | 


69, 043, 688 


1- 7 "48, 900, 000 


73, 303, 903 | 
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Comparison of estimates with final costs, major multiple purpose, and power projects 
constructed by TV A—Continued 


DETAILS—Continued 


Douglas 


Total Douglas 


The construction was under emergency war- 
time conditions. An estimate for unit 3 was not 
identified in the data furnished Congress so the 
average price of $3,000,000 was used. 


Watauga is 

An estimate of $25,000,000 was submitted in 

1942 but work was stopped by WIB before any 
significant amount had been done, 
South Holston ie 

An estimate of $23,000,000 was submitted in 

1942 but work was stopped by WPB before any 
significant amount had been done. 


Boone 
Fort Patrick Henry 


Watts Bar steam plant 


Total Watts Bar steam 


The construction was a continuous operation 
and the costs by units are not separable. 
Johnsonville steam plant 


Total Johnsonville 


The construction was a continuous operation 
and the costs by units are not separable. 
Widows Creek steam plant 


Total Widows Creek 


The construction was a continuous, operation 
ind the costs by units are not separable, This 
plant is in full operation but minor items are in- 
complete; the amount in the actual column is 
TVA’s estimate in its budget request for fiscal] 
year 1957. 

Kingston steam plant 


rotal Kingston 


rhe construction was a continuous operation 
and the costs by units are not separable, This 
plant is in full operation but minor items are 
incomplete; the amount in the actual column is 
TVA’s estimate in its budget request for fiscal 
year 1957. Units 1-4 are 135,000 kilowatts and 
units 5-9 are 180,000 kilowatts each (nameplate 
rating 
Colbert steam plant 


lotal Colbert 


The construction was a continuous operation 
and the costs by units are not separable. This 
plant in full operation but minor items are 
incomplete the amount in the actual column is 
VA's estimate in its budget request for fiscal 
vear 1957. Units 1-2 were planned to be rated at 
135,000 kilowatts each but at the time units 3-4 
were added all 4 units were changed to 180,000 
kilowatts each (nameplate rating 







Estimates to Congress 


Fiscal 


year 


1942 
1944 


1952 


1947 


1948 


1951 
1951 


1941 
1942 
1942 


1949 
1950 
1951 


1950 
1951 


1952 


1951 
1953 
1953 
1954 


1952 


1953 


Units 


Amount 


1-2 | $30, 500, 000 | 
3 3, 000, 000 
4 4, 000, 000 





1-2 28, 900, 000 | 


1 30, 650, 000 


27, 500, 000 | 


3 
-2 13, 000, 000 | 
1-2 10, 500,000 | 
5 4, 500, 000 
4 5, 000, 000 | 


1-4 20, 000, 000 


1-3 54, 000, 000 
4 15, 000, 000 
5-6 29, 000, 000 | 


1-6 98, 000, 000 | 
1-2 36, 000, 000 
3-4 33, 500, 000 
5-6 33, 500, 000 


1-) 103, 000, 000 


1-4 &5, 000, 000 
4} 51, 000, 000 
7-8 51, 000, 000 

9 26, 000, 000 


1-9 213. 000, 000 


1-2 47, 000, 000 
344 63, 500, 000 


1+ 110, 500, 000 





Actual 
Cost Units 
$39,496,985 | 1-2 
1, 572, 514 | 3 
2,946, 952 | 4 
eetiveatidtcuinineiy 
44,016,451 | 1-4 


| 


31, 541, 053 1-2 


30, 522, 504 | 1 


27,191, 574 | 


1-3 
12,419,842 | 1-2 
——— — — -[--- 
18, 866,876 | 1-4 
| 
| 
94,284,219 | 14 


92, 967,000 | 1-4) 


199, 500, 000 1-9 


atliitgenienitinelpntpiinatltals ‘ 
104, 500,000 | 1-4 


Cor 


pos: 
que 
reac 
whi 
pict 





Comparison of estimates with final costs, major multiple purpose, and power projects 
constructed by TV A—Continued 


DETAILS—Continued 


Estimates to Congress Actual 
Fiscal 
year 


Units Amount 


hawnee steam plant 1951 | 1-6 | $108, 500, 
1953 7-8 60, 000, 
1953 10 48, 000, 


Total SRAWNOR: wikidcdecntesinnh 216, 500, | $216, 000, 000 1-10 


‘he construction was a continuous operation 
and the costs by units are not separable. Units 
1-9 are in operation and unit 10 is scheduled for 
operation in 1956. The amount in the actual 
column is TV A’s estimate in its budget request 
for fiscal year 1957. 
rallatin steam plant_--_- sack 9K 2 &5, O00, &1, 500, 000 
This plant is nearing completion and the 
amount in the actual column is TV A’s estimate 
in its budget request for fiscal year 1957. 
»hn Sevier steam plant ; 953 | : 67, 000, 
29, 000, 


Total John Sevier 3 | 96,000, 87, 500, 000 
The construction was a continuous operation 

and the costs by units are not separable. This 

plant is in full operation but minor items afe in- 

complete; the amount in the actual column is 

TVA’s estimate in its budget request for fiscal 

year 1957. 


Mr. Wuirren. Would the gentleman vield to me at this point? 

Mr. Puriurps. I have concluded, Mr. Whitten. 

Mr. Kirwan. If you have concluded, | would like to tell the gentle- 
men to try to have the transcript ready by Tuesday for the committee. 
If you cannot, continue to work on it, and have what you can ready. 
Have what you can ready and in here by Tuesday. 

Mr. Kampmerer. Thank vou, sir. I hope we can get the bulk 
it in by Tuesday. 

Mr. Kirwan. Get the bulk of it in and put any additional infor- 
mation which you have not assembled by Tuesday into the transcript 

after that date. 

Mr. Jensen? 

Mr. Jensen. General, | have a number of questions here, and for 
the sake of time I am going to ask that the answers be furnished for 
the record in every instance. I am asking you these questions even 
though, without a doubt, some of them have been asked before, and 
possibly today or yesterday, but 1 would like to get all of these 
questions in and have answers prepared to them so we can give the 
readers of the hearings sort of a quick bird’s-eye view of the things 
which I think are essential in order to get a sort of a comprehensive 
picture of the activities of the Tennessee Valley Authority. 

The first question is as follows: 


APPROPRIATIONS TO DATE FOR TVA 
Please furnish for the record the total amount of money which 


Congress has appropriated for TVA up to and including fiscal year 
1956, and then your request for 1957. 
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(The information requested follows:) 


Appropriations to date for all purposes. - - --- ssi pind ah dears $1, 932, 267, 581 
Appropriation requested for 1957_-.........-...-------.-- 5, 357, 000 
Rescission of prior appropriations (1957 budget) _-._.--------- — 6, 500, 000 
Estimated appropriations through June 30, 1957___---------- 1, 931, 124, 581 


Nore.— Excludes $3,500,000 supplemental appropriation included in the second 
supplemental appropriation bill, 1956, action on which has not been completed by 
the Congress. 


REPAYMENTS 


Mr. JeNsEN. Please furnish for the record the total amount repaid 
up to and including fiscal year 1955, and the estimate which will be 
repaid in fiscal year 1956 and 1957. 

(The information requested follows:) 


Bonds Other | Total 











PAYMENTS ON POWER INVESTMENT 


Paid prior to passage of Government Corporations Appropria- | | 
BUR oc cenceetbececmcescuncosccsdccnnsscéccnsss--| 36,873; 000) SIL GOOD | 923,601, 510 

Paid subsequent to passage of Government Corporations 
Appropriation Act, 1948: 


Tn NE CNN. ooo oe kc ccicnencecameneees 42, 500, 000 85, 000, 000 127, 500, 000 
ITE I UI nh ecm eniearginee 14, 000, 000 45, 000, 000 59, 000, 000 
I RE I BO oon ccna ekaammeneaedaleaiemaeempii 75, 000, 000 75, 000, 000 


Total estimated power payments through fiscal year 1957 65,072,500 | 220,059,019 285, 131, 519 


Nonpower payments: 














nee en I I i a icine a ndaiaicel aaaenmendaien 27, 504, 371 27, 504, 371 
Ee er een San idee waa 7, 263, 895 7, 263, 895 
ET RINT IT ND oo oh do tn cinatinnerincneiousce SS bikin icone ee’ 6, 587, 000 6, 587, 000 
Total estimated nonpower payments through fiscal year | 
SU cteeSacdchsutad vise ncisindibawecedécpemmunatebes | somaeniewiaenm is 41, 355, 266 41, 355, 266 
Total estimated payments through fiscal year 1957......| 65,072,500 | 261, 414, 285 | "326, 486, 785 


EXPENDITURES FOR POWER PRODUCING AND TRANSMITTING FACILITIES 


Mr. Jensen. Please furnish for the record the total amount ex- 
pended for power producing and transmitting facilities up to and 
including fiscal year 1955, your estimate for 1956 and your request 
for 1957. 

(The information requested follows:) 


Total invested in power generation, transmission, and general facilities (includes 
properties transferred, funds provided by appropriations, bond proceeds, and 


invested revenues) 
{In thousands] 


| 1955 actual | 1956 estimate | 1957 estimate 


Cneind Mad WS 2 «oo ck co picicacueoanees | $1, 378, 831 $1, 690, 544 $1, 736, 304 














RiDOS DORET TEE OOF REOIIOTION.. 25. 5. ee cis ccnsce cca! 168, 212 204, 692 245, 390 
Net completed fixed assets._....................--..-... 1, 210, 619 1, 485, 852 1, 490, 914 





KILOWATT-HOURS MARKETED, 1955-57 


Mr. Jensen. Furnish for the record the total kilowatt-hours 
marketed in fiscal year 1955, your estimate for 1956 and 1957. 
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(The information requested follows:) 


Sales of electric energy, exclusive of interdivisional deliveries (approximately 
0.7 billion kilowatt-hours a vear) totaled 41.4 billion kilowatt-hours in 1955 and 


are estimated to total 53.3 billion kilowatt-hours in 1956 and 56.6 billion kilowatt- 
hours in 1957. 


KILOWATT HOURS AND RATES 


Mr. JENsEN. Please furnish for the record the kilowatt-hours of 
power sold to preferred customers in those years, and the average 
rate charged. 


(The information requested follows:) 


Sales to municipalities and cooperatives 


Wiscal yea Billions of \lills per 
re | <ilow itt-hours| kiloWatt-hour 
; ; biaheitiose’ a ‘ ‘ iil 13. 6 | 
1956 (estimate BIR i ie al ‘ , ; 15.6 
i957 (estimate) ae ; Se Sa 7.4 


Mr. JENSEN 
larged? 
(The information is as follows:) 


. Kilowatt-hours sold to industry, and the average rate 


} 


Direct sales to industries (firm and inte rruplible power) 


Billions of Mills per 
kilowatt- kilowatt- 
hours hours 


Fiscal year 


stimate 


7 (estimate) 


Mr. Jensen. Kilowatt-hours sold to defense plants, and the 
rate charged? 
(The information follows:) 


average 


Sales to Federal agencies 


Billions of Mills per Billions of | Mills per 
Fiscal year kilowgtt- kilowatt- Fiscal year kilowatt- | kilowatt- 
hours hour | hours | hour 
| j 


Firm power under B. Power from supple- 
long-term contracts mental sources 

1955 ; 1955 _ 

1946 (estimated 3.8 1956 festimated 

1957 (estimated o 3.3 1957 (« 


4 


Mr. Jensen. Did I ask vou for kilowatt-hours sold to preferred 
‘ustomers? 


Mr. Voce. Yes, sir. 


77044—56——21 
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REVENUE FROM POWER 


Mr. JENSEN. The total revenue from power; actual for fiscal year 
1955 and the estimate for 1956 and 1957? 

(The information follows:) 

Revenues received from outside sales of electric energy totaled $184,867,593 in 
1955 and are estimated at $218,330,000 in 1956 and $228,980,000 in 1957. These 
figures exclude revenues from interdivisional sales and rents, incidental income 


from recovery of operating expenses, etc. Total revenues of the power program 
were $188,162,989 in 1955, and are estimated at $221,555,000 in 1956 and 


$232,074,000 in 1957. 
REVENUE FROM FERTILIZER 


Mr. JENSEN. The total revenue from fertilizers for those years? 

(The information follows:) 

Income from fertilizer sales totaled $19,490,769 in 1955 and is estimated at 
$19,758,000 in 1956, and $18,249,000 in 1957. These figures exclude income from 
the sale of phosphorus, byproducts, income from the partial pay plan (test- 
demonstration fertilizer). Total income originating in the fertilizer and munitions 
development program was $20,458,840 in 1955 and is estimated at $21,991,000 in 
1956 and $20,646,000 in 1957. 


OTHER REVENUES 


Mr. JENSEN. The other revenues? 
ry of 7 

(The information follows:) 

Income from navigation operations, multipurpose reservoir operations, resource 
development, reimbursable services, sale of retired plant, and other miscellaneous 
receipts totaled $8,186,640 in 1955 and is estimated at $6,305,000 in 1956 and 
$5,062,000 in 1957. 

TONS OF FERTILIZER SOLD 


Mr. Jensen. The actual total tons of fertilizers sold in fiscal year 
1955, and the estimate for 1956 and 19577 
(The information follows:) 


Sales of TVA fertilizers (concentrated superphosphate, calcium metaphosphate, 
ammonium nitrate, diammonium phosphate, and fused tricalcium phosphate, 
which was discontinued in 1955) totaled 346,931 tons in 1955, and are estimated 
at 318,303 tons in 1956, and 287,210 tons in 1957. 


NUMBER OF TEST FARMS 


Mr. Jensen. The actual number of test farms in fiscal year 1955 
and the estimate for 1956 and 1957? 
(The information follows:) 


Test-demonstration farms 








Active | Active Total 
valley | nonvalley active 
farms | farms farms 
NR 5 oo. oh ed ebechebeussainbeacamenks i 2,110 | 78% 2, 893 
ere 1, 731 776 2, 507 
| 2, 060 | 1, 444 | 3, 504 
| | 


SN CN oo ociciinns cok tEabeeeiuncd tenant bon geibcducnimantte 
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Mr. Evins. Will the gentleman yield at that point? 
Mr. JENSEN. Yes. 
Mr. Evins. All of that information, I might say to my colleague, 
is provided in the justifications; on the latter part on the test farms. 
Mr. JENSEN. I just wanted to get it all together. It is not going 
to take long. 
HOMES HEATED WITH TVA POWER 


The number of homes heated with TVA power; actual in 1955 and 
estimated in 1956 and 1957; and the average rate charged? 

(The information follows:) 

The number of homes heated by electricity was approximately 132,000 in fiscal 


year 1955, and the estimated number is 155,000 in 1956 and 180,000 in 1957. The 
consumer pays approximately 7 to 7% mills per kilowatt-hour, on the average. 


NUMBER OF EMPLOYEES 


Mr. Jensen. The number of employees you had at your last ac- 
counting. That possibly would be March or April 1 of this year. 

(The information follows:) ; 

As of March 31, 1956, TVA employment totaled 14,387. 

Mr. Jensen. None of the TVA employees are under civil service, 
are they? 

Mr. Vocet. No. Some of them are under the civil service retire- 
ment system. 

Mr. Jensen. How many? Put that number in, whatever it is. 

Mr. Voace.. It is a very small number. 

Mr. JunseN. Show the number of employees of the Tennessee 
Valley Authority who are under civil service. 

Mr. Voce. Those, you understand, are the ones who have had 
civil service status and have come in and remained in its retirement 
system. 

Mr. JENSEN. You can explain that. 

Mr. Voge. We can give that. 

(The following information was submitted later :) 

All TVA employees are under the TVA merit system and in accord with the 
TVA Act are not under civil service. On March 31, 1956, TVA had 372 employees 


who at time of employment were under the civil service retirement system and 
who remain under that system. 


PAYMENTS IN LIEU OF TAXES AND POWER DISTRIBUTOR PAYMENTS 


Mr. Jensen. The local and State taxes paid in calendar year 1955 
and the estimate for 1966 and 1957. 

(The following was submitted later :) 

TVA pays no local and State taxes. Note, however, payments in lieu of taxes 
listed in response to the next question. 

Mr. JENSEN. The amount of money paid to States in the Tennessee 
Valley area in lieu of taxes. 

Mr. Voce. Do you want that to include also taxes paid by the 
distributors of TVA power; or just ‘TV A’s payments in lieu of taxes? 

Mr. JENSEN. Just TVA’s payment in lieu of taxes. 

Mr. Voce. You see, TVA makes a payment in lieu of taxes and 
then its distributors also make a payment in lieu of taxes. 
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Mr. JENSEN. Just give me what TVA pays. 

Mr. Evins. I am sure the gentleman will want to be fair and 
include also taxpayments by distributors. 

Mr. JENSEN. What is that? 

Mr. Evins. Do you want to include the distributor angle; tax- 
payments? . 

Mr. Jensen. Do you want that? 

Mr. Evins. I think since you are getting it all you ought to get that, 
too. 

Mr. Jensen. All right. 

(The information requested is is as follows:) 


| | 
| TVA in lieu | Power dis- | Total pay- 
| 


| tributor 
vu Vv B Ss 2 
payment payments ments 


iia e WOES. Coca fans SA A weoe------------| $3,878,466 | $6, 192, 400 | $10, 070, 866 
ancl _------------| 4, 152,000 | —_7, 000, 000 | 11, 152, 000 
id chs lice caeunaaipesed eats | 4, 786, 000 | 8, 000, 000 | 12, 786, 000 


Mr. Jensen. The TVA pays no Federal taxes on its revenues from 
power, does it? 

Mr. Voce. No, sir. 

Mr. Jensen. Or from fertilizers? 

Mr. Voce. No, sir. 

Mr. Jensen. They pay no Federal taxes. All right. 

I have just a Jast question, and I am sure you can answer it now. 

Is it not a fact that if TVA power were today sold only to preferred 
customers and to defense plants that TVA today would have a surplus 
of power? 

Mr. Voce. That is correct, sir. 

Mr. Jensen. Thank vou. That is all, Mr. Chairman. 

Mr. Kirwan. Mr. Hand? 

Mr. Evins. Would the gentleman yield for an observation at this 
time? 

Mr. Hann. I would vield gladly. 

Mr. Evins. Thank you. I just want to say for the record that I 
have been in Congress for several vears. Of course, I have been on 
this committee only 2 years. 

This is the most far-reac hing and must belaboring and searching and 
demanding and seathing inference inquiry of an agency of government 
that I have ever witnessed. I deplore this belaboring and hampering 
of this agency in its operation and work. 

This is an appropriations committee and not a legislative com- 
mittee. It is not an investigating committee. 

Mr. JENSEN. It is not? 

Mr. Evins. We are not a special committee set up for investigating 
the TVA. Weare here to inquire into its annual fund needs. 

Mr, JENSEN. That is our duty and your duty. 

Mr. Kirwan. Let me answer that. 

Mr. Evins. I have not finished my observation. 

It seems that when any irrelevent matter comes up, they say “Put 
it in” and “Put it in the record, including the kitchen sink, that will 
keep them busy.” 

I just want to make one further observation regarding these exces- 
sive demands for information. 
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Mr. Puiturps. Does the gentleman not think we should be thorough? 

Mr. Kirwan. Let me say this—— 

Mr. Taxser. I am sorry that the gentleman feels everything should 
be covered up. 

Mr. Krrwan. The chairman has nothing to do with another 
member stopping a member, of course. 

Mr. Evins. I understand that, Mr. Chairman. 

Mr. Kirwan. I want to say this, on the questions Mr. Jensen 
asked. 

If the Tennessee Valley Authority can and will come up with the 
answers, and the answers will stand the acid test, you should be the 
proudest fellow in the world. I am in favor of asking them questions, 
but if they can stand the acid, you can ask them questions here for 
3 weeks and I am for it. 

Mr. Evins. That is fine, Mr. Chairman. Iam sure TVA can stand 
the acid test. But the test should be a fair one. 

Mr. Hanp. Mr. Chairman, may I proceed? 

Mr. Kirwan. Yes, but I have to leave. I am going to catch 

plane. 

Mr. Jensen. Mr. Chairman? 

Mr. Evins. May I make one further comment? 

Mr. Jensen. Mr. Chairman, I ask unanimous consent to take the 
remarks | made out of the record. 

(Reporter’s note: Remarks removed.) 

Mr. Evins. I will ask unanimous consent that I be allowed to 
modify my remarks. 

Mr. Krrwan. Go ahead. 

Mr. Warren. I would like to join with the gentleman; that Itoo 
agree that any number of questions and any information needed I 
have always thought was in order. 

Like most of us, I ask questions, and I think the list of questions 
should be as thorough and searching as they need to be, and I think 
certain other questions might well be asked to round out the full 
story. It always happens that way. 

I would like to ask the chairman, at such time as it comes around 
to me, that I be permitted to ask further questions to show any 
further phases of the matter. 

Mr. Krrwan. Certainly. Any Member of Congress in the room 
can ask all the questions he wants, the way I see it, even if we are here 
until next week. That is his privilege. 

Mr. Evins. Mr. Chairman, my question is directed as to whether 
or not all of this information could be supplied for the record during 
the time limited for printing the transcript of hearings. 

Mr. Krrwan. Off the record. 

(Discussion off the record.) 

Mr. Voce. Mr. Chairman, may I make an observation and ask a 
question? I think as an observation the questions which have been 
asked are very reasonable and the answers will be quite easy to obtain. 
However, in order to get started on this tonight, to get on this work, 
I would like to ask whether we may have your list to work from, 
Mr. Jensen? 

Mr. JENSEN. I just scribbled them down. 

Mr. Vocret. We would have to wait for the record otherwise. 

Mr. Jensen. I do not think you could read my list. 
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Mr. Voce... We have some of them down, of course. 

Mr. JENSEN. Do not worry about the reporter; he has every word. 

Mr. Kirwan. I have to leave now. Mr. Evins, will you take over 
as Chairman? 

Mr. Evins. The gentleman from New Jersey is recognized. 

Mr. Hanp. I thank the Chair. 


FORMULA FOR DIVISION BETWEEN CORPORATE AND APPROPRIATED 
FUNDS 


General, one thing I should have known, I expect, some time ago— 
but which I never have gotten quite clear in my mind—is: What is 
your precise formula for the division in your costs between the allo- 
cation of appropriated funds and corporate funds? What formula 
binds you in your calculations? 

Mr. Vocev. I do not think there is any precise formula on that. 
Sometimes it is one thing and sometimes another. The matter is 
discussed and the decision arrived at frequently in the preliminary 
discussions with the Bureau of the Budget, as to what would be the 
most appropriate procedure. 

Mr. Hanp. If, for example, you use X million dollars in corporate 
funds and a comparatively small amount of appropriated funds, who 
decides that, and why, and under what formula, if any? There is 
no formula? 

Mr. Vocet. There is no specific formula for it. Those things 
generally are in the nature of contributing to the resource development 
in recent years and have been supported largely out of the revenues 
from fertilizer sales. 

Mr. Swipter. Mr. Hand, perhaps I can add something on this 
point. 

The purposes for which corporate funds may be used are limited 
by the TVA Act, so that there are categories of expenditures which 
can be made only from appropriations, and if no appropriations are 
made for those activities they cannot be carried on. 

Now, other activities—fertilizers for one, and power for another— 
may be carried on with either appropriations or revenues. In the 
case of power in general, revenues are used as far as they will go. 
They cover all operating expenses, of course, are capital investments 
to the extent they are available, taking into consideration the require- 
ments for payments into the Treasury. 

The Treasury payment is a figure which is determined upon by 
the Board, and we receive, of course, the views of the Bureau of the 
Budget upon it. Whatever amounts of net power revenues are left 
over are applied to the requirements for power purposes and the 
balance of requirements is secured from appropriations. 

Mr. Hanp. Then, No. 1, we have this situation: There are certain 
types of items or categories which can be taken from corporate funds 
and certain of course which cannot. That is one limitation on them? 

Mr. Swipter. That is right. 

Mr. Hanp. The second limitation is that vou have a certain amount 
of repayment to make, which must come from corporate funds. Do 
I understand that you take all that is left from corporate funds and 
request appropriations for the balance? 

Mr. Swipuer. I think that is substantially correct. 
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Mr. Hanp. Substantially? 

Mr. Swipuer. There is some flexibility, for example, on the amount 
of the payment to the Treasury. You understand with respect to 
corporate funds, in the case of power activities, we are talking only 
about the revenues received from the power operations. 

Mr. Hanp. To that extent there are certain rules which guide you. 
You do not just guess at these figures? 

Mr. Swipuer. No, sir. 

Mr. Hanp. Is it discussed with the Bureau of the Budget before 
the presentation is made to this committee? 

Mr. Swipuer. Yes, sir. These figures are submitted to the Con- 
gress by the President. The Bureau of the Budget holds a hearing 
with agency representatives before the Bureau submits its budget to 
the President for transmittal to Congress. 

Mr. Hanon. In other words, you obtain first, necessarily, the ap- 
proval of the Bureau of the Budget and the President both with 
respect to the total figures and also the division between corporate 
funds and appropriated funds? 

Mr. Swipuer. Yes, sir. 

Mr. Hanp. Is that correct? 

Mr. Swipurr. This budget is the President’s budget. 


CAPITAL INVESTMENT 


B Mr. Hanp. I do not know whether we have had this in the hearings 
or not, but what has been the total capital invested in TVA from the 
beginning; in other words what is the total capital investment? If 
that is not readily obtainable I would be happy to have it supplied. 

Mr. Voce. I can give you a round figure, but I think we had 
better give it later. 

Mr. Hanp. Give it in round figures now and correct it later. 

Mr. Voce. It was around $2 billion, in 1954. 

In 1955 it was $2,035,395,361. 

Mr. Hanp. Of that how much is appropriated funds? 

Mr. Voce... Through 1955, $1,822,854,639. 

Mr. Hanp. That is the total of appropriated funds? 

Mr. Voce. Yes, sir; $1,822,854,639 is the total appropriations and 
property transfers less payments to the Treasury as of June 30, 1955. 

Mr. Hann. | will not ask you about repayments, since those you 
have already made from the beginning until now are scheduled on 
page 126 of your justifications. 

Mr. Voce.. That is correct, sir. 

Mr. Hanp. That is schedule C-1—I guess it is. 

Mr. Voce. Yes, sir; schedule C-1. That is the repayment of 
power proceeds. 

POWER PRODUCTION 


Mr. Hanp. As of now, General, what is the percentage of your 
production of power with respect to hydropower and thermal power? 

Mr. Vocet. It is very close to one-third and two-thirds. Two- 
thirds thermal and one-third hydro. 

Mr. Hanp. Approximately two-thirds thermal? 

Mr. VoGEt. Yes, sir. 

Mr. Hanp. And one-third hydro? 
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Mr. VoceEt. Yes, sir. 

Mr. Hann. That is close enough so that we will not need to have 
that corrected? 

Mr. Voceu. That is within a couple of percent one way or the other. 

Mr. Hanp. I have just 2 or 3 minor questions on things I do not 
understand about your so-called resources development. 1 think you 
yourself were inclined to criticize the name as a little vague. 

Mr. VocEt. It is a little too broad for what we do there; yes, sir. 


RESOURCE DEVELOPMENT 


Mr. Hanp. Among other things under that heading that I observe 
you do is to make some investigation of the reason for low-income 
farming in that area, is that correct, General? 

Mr. VoGE.L. Yes, sir. 

Mr. Hann. Is not an investigation of that character also being 
earried on by the Department of Agriculture? 

Mr. VoGE.. t think so. I do not know just to what extent they go 
beyond what we are doing, but they have used a considerable amount 
of our ataeailen: which was supplied to them. 

Mr. Hann. And is there not presently being conducted or about to 
be instituted by the Department of Labor a similar investigation? 

Mr. Vocen. Yes, sir; I understand so. I presume in that case we 
will either furnish the data to them, as we do in the case of the Depart- 
ment of Agriculture, or they will not procure it themselves in that 
area. It would be our intent to avoid duplication, sir. 

Mr. Hanp. Would it not be reasonable for the committee to assume 
that there must be duplication among these three departments, all of 
whom are investigating this same thing? 

Mr. Vocet. I can see why you might be apprehensive of that, but 
I would like to say that we will guard against it. 

Mr. Hanp. You are also engaged in surveying soils and soil charac- 
teristics in the valley, are you not, General? 

Mr. Voceu. Yes, sir, in related activities. 

Mr. Hanp. Is that not being carried on by the Department of 
Agriculture? 

Mr. Vocre.. They are also carrying on some of that activity, but 
in our particular area our current efforts are directed entirely toward 
farmers’ utilizing the information which the soil maps contain. 

Mr. Hanp. We discussed yesterday, I think it was, a couple of 
forest programs; one for planting new seedlings, and another sort of 
a general program. Will you refresh my memory on how much is 
in your present budget for the purpose of planting seedlings? 

Mr. Vocex. $129,000 on the seedling program. 

Mr. Hanp. I eall your attention to the fact, General, that under 
the national seedling program for fiscal year 1955, which is as late 
as I have the figures, the State of Tennessee is getting $9,500 and the 
State of Georgia is getting $13,025, and so on down the list. In 
other words, the list that I have indicates to me that the same amount 
of money is being spent for this seedling program in the Tennessee 
Valley States as in all the other States, and yet your program is super- 
imposed on top of that. Do you think that is a duplication of effort? 

Mr. Wuirren. Would the gentleman yield to me on that? 
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Mr. Hanp. | prefer not to at the moment, but I will in just a 
second. 

Mr. Voce. I do not think it is a duplication of effort, because I 
think this goes beyond that which is anticipated by the agency you 
referred to. TVA’s program here is designed to put this land which 
has been badly eroded back into forests and help in reestablishing 
some of the industries which are dependent upon the production of 
lumber and pulpwood. 

Mr. Hanp. Perhaps duplication is not the right word, but at least 
there is an additional appropriation for the same purpose in this area; 
is there not? 

Mr. Voce. It might be more than some others are getting. Our 
forestry man would like to comment on that. 

Mr. Hanp. I would be glad to hear him, because it seems to me 
we are adding this amount of money of yours to the program and 
these valley States are getting more than an equitable share of the 
benefits of the general program. 

Mr. KrtpourNe. I see your point, 

This money to which you refer, goes, as I understand it, from the 
Department of Agriculture to the States, and is put into the State 
programs. The ceneral approach of the TVA reforestation program 
has been to try to help the owners of small areas of land in their re- 
forestation problem. Generally speaking the trees from the State 
program are in such great demand that they are more than absorbed 
outside of the Tennessee Valle ‘y area, with the exception of a few 
large companies who buy up and reforest extensive areas. 

We are primarily concerned with the planting of small areas or 
small ownerships particularly in these badly eroded areas which I showed 
Mr. Taber in the photographs yesterday. They are generally parts 
of farms of 70 to 100 acres. 

Mr. Hann. Are you planting your seedlings on privately owned 
land? 

Mr. Kinpourne. Yes, sir. We do not actually plant them. We 
make them available. 

Mr. Hann. You make them available for planting? 

Mr. Kinpourne. To the State forester, who allocates them. We 
are primarily interested in encouraging the planting of these trees by 
small owners. 

Mr. Hann. Is there not another general reforestation program 
under the aegis of the Department of Agriculture? 

Mr. Kinpourns. Actually, Mr. Hand, that is worked through the 
States. This money you referred to—the $9,500 and the $13,000— 
goes to the States. They put it into the State program. 

Mr. Hanp. I am talking about another program which is on a 
regional basis. For example, I have figures which would indicate that 
under that general program, just to pick out a region at random, for 
region 1—Montana, northeast Washington, north Idaho and so forth, 
North and South Dakota—there is a program in which we are spending 
$84,000, and under that same program in the States, or some of them, 
involved in this area, we are spending, as I see it, approximately 
$208,000 from that program, also on reforestation. 

Mr. Kitpourne. I may be wrong, Congressman Hand, but | believe 
it is the same program. This program is administered by the Forest 
Service and they subdivide it by regions. The figures which you just 
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quoted me, $9,500 and $13,000, are a part of what they call their 
region 8 program, which includes these States. I do not believe they 
are two separate programs. 

Mr. Hanp. What I am getting at, essentially, boiled down to just 
one question, is: Does it not seem on the surface, at least, that on top 
of these other programs which we have throughout the Nation, in- 
cluding the Tennessee Valley, that we are superimposing an extra 
and additional program and benefits in the Tennessee Valley through 
your funds? Is that not so? 

Mr. Kiisourne. On seedlings, I think that is right; yes, sir. 

Mr. Hanp. Does the gentleman want me to yield? 

Mr. Wuirren. A question was asked yesterday about the limit of 
$500,000 to the Forestry Department for planting seedlings in the 
United States; that is a limit on how much the Forestry Department 
can spend on Federal lands in national forests. 

The only seedling program for the country is under the ACP 
program, where there is $250 million available for all practices, where 
each State selects the practice that might be appropriate to that 
State. I just wanted to correct what came up yesterday. 

Mr. Kitspourne. Mr. Hand, may I make one more comment which 
is responsive to your point? 

Mr. Wagner tells me that the total expenditure by the Department 
of Agriculture in the Tennessee Valley area is about half of the 
national average. 

Mr. Waaner. Total Federal expenditures per capita of farm popu- 
lation for land and agricultural resources programs over the past 
20 years im the 7 Tennessee Valley States have been a little more than 
half (58 percent) of what they were in the Nation as a whole, and 
that would of course include forestry. 

Mr. Hann. Because of expenditures you are making? 

Mr. Waener. The Tennessee Valley figures would include our 
expenditures plus the expenditures of the Department of Agriculture. 
That is for all land and agricultural resources programs. It would 
include forestry, but the reforestation program would be a small part. 

Mr. Hanp. That does not seem to jibe with the figures I have on this 
seedling program or reforestation. 

Mr. Wacner. In some phase of the program per capita expendi- 
tures might be more for one area and in another phase less, but the 
overall picture for Federal expenditures in this field is as I described it. 

Mr. Hanp. I think your observation is interesting and of some im- 
portance on what I was trying to get at. I would appreciate your 
putting a brief memorandum in the record on that point. 

Mr. WaGne_er. I would be glad to do that, sir. 

(The information is as follows:) 

According to expenditures obtained from annual budget documents of the 
USDA, for the period 1934-53, the average expenditures by USDA per capita 
United States farm population is $1,228; the average expenditure of both USDA 
and TVA in the seven Tennessee Valley States is $707 per capita farm population. 
A similar pattern prevails when total Federal expenditures for all purposes during 
the same period are considered. For the United States as a whole, Federal ex- 
penditures for the 20-year period were $5,430 per capita and in the Tennessee 
Valley States they were $2,600 per capita. 

Mr. Hann. That is all. 

Mr. Taser. I do not think I have any questions. 
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POSSIBLE DUPLICATION WITH DEPARTMENT OF AGRICULTURE 


Mr. Wurrren. I would like to point out in connection with Mr. 
Hand’s statement, since I have served as chairman of the Subcom- 
mittee on Agriculture for a long time, at which time I was also on 
the committee handling the TVA, that I personally, in the two sub- 
committees, have cooperated always in trying to keep the Depart- 
ment of Agriculture in a position where we were not duplicating the 
work of the TVA. In fact, they do much of the same work but in 
different territories. What the Department of Agriculture does in 
certain areas the VA does in its particular area, so while there may 
be some crossing of lines I personally think it has worked very well. 


FERTILIZER ECONOMICS 


Since a number of questions have been asked about TVA work 
with fertilizer research and promotion I ask that the following letter 
irom TVA be inserted in the record. 

(The letter is as follows:) 


APRIL 27, 1956, 
Hon. Jamie L., WHITTEN, 
House Office Building, 
Washington, D. C. 

Dear Mr. Wuirten: Recently you asked for some background information 
on a statement by Dr. Joseph Ackerman, Managing Director of the Farm Founda- 
tion, relative to fertilizer economics. He said that in the new field of fertilizer 
economics TVA is ‘‘setting the pace in the integration of viewpoints and develop- 
ments with the end result of benefiting all farmers.’? Dr. Ackerman was talking 
about part of our fertilizer economics research work which seeks an answer to 
this question: ‘‘What kinds and amounts of fertilizer will give a farmer the best 
return for his investment, when all the factors which bear on his farm income are 
considered?”’ 

Before World War II, the economics of fertilizer use received little attention or 
study. The fertilizer industry was small, and chemical fertilizer was a minor 
factor in farm production on many farms. The large output of our Nation’s 
farms during World War II gave chemical fertilizers a new prominence as natural 
soil fertility levels declined. To meet the needs for plant nutrients, the chemical 
fertilizer industry expanded. The knowledge of how to use these fertilizers, 
however, did not increase at the same pace. When farmers began to ask questions 
about the most economical use of fertilizers, they were not able to get meaningful 
answers. Agricultural economists had not pushed research in this field, and soil 
scientists had not designed their fertilizer experiments so that economists could 
use the results to determine the best returns for dollars spent on fertilizer. TVA 
recognized this blind spot in the information on production planning available to 
farmers. We concluded that a coordinated attack had to be made on these 
fertilizer problems by research workers in agricultural economics, soil science, and 
statistics—groups that had ordinarily not worked together on farm problems. 

The first job was to bring these groups together to find out what contribution 
each had made or could make to problems related to the economic aspects of ferti- 
lizer use. TVA did this in a conference in June 1953 attended by representatives 
of 11 southern land-grant colleges, the USDA, the Farm Foundation, and TVA. 
We found that not only were important questions unanswered—the methods for 
finding answers to these questions were yet to be discovered. The June 1953 
meeting aroused curiosity of those in attendance and some of them started new 
work in the economies of fertilizer use. TVA undertook cooperative research 
projects with lowa State College and the University of Tennessee to develop some 
of the research methods which were required before a start could be made on solv- 
ing the problem itself. A followup meeting sponsored by TVA in January 1954 
at Muscle Shoals, Ala., disclosed that the necessity for research in the economics 
of fertilizer use had caught on. Prospects for further work appeared excellent. 
Answers to important economic questions that were bothering farmers about the 
use of fertilizer seemed nearer. 
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There still appeared to be one major gap in the work. This problem related to 
research methods. To help overcome this obstacle, in June 1955 TVA sponsored 
a symposium on research methods on the economic analysis of fertilizer use data. 
Representatives of 19 land-grant colleges, the USDA, 5 major fertilizer industry 
firms, and 3 foreign countries attended. The technical papers presented by out- 
standing agricultural economists, soil scientists, and statisticians have been pub- 
lished in book form by the Iowa State College press. 

To encourage and sustain the growing interest in this field of work; TVA 
sponsored another meeting on the subject in March 1956. At this meeting, dis- 
cussions centered around research methods developed during 1955-56. It 
was gratifying to witness the marked increase in interest in this kind of agricul- 
tural research. Agricultural economists, soil scientists, and statisticians sub- 
merged individual interests and cooperatively explored new techniques that will 
enable agricultural workers to aid farmers in getting the maximum returns for 
each dollar spent for fertilizer. It was at this meeting that Dr. Ackerman made 
the statement about which you inquired. 

TVA has undertaken additional cooperative projects in the economics of 
fertilizer use with North Carolina State College, Michigan State University, and 
Mississippi State College. We plan to develop similar projects with State colleges 
in the West, the Southwest, and the Northeast. This coverage will enable us to 
get, on a nationwide basis, information on the most economical use of fertilizers 
on major agricultural crops, in various cropping rotations, soils, climate, and 
farming systems. 

Through TVA’s efforts this important area of research has expanded appreci- 
ably. In 1954, only six land-grant colleges and USDA were doing any research 
on the economies of fertilizer use; the latter on a modest scale. Integrated re- 
search by economists, soil scientists, and statisticians in this new, and important, 
field of investigation is now being carried on in 14 land-grant colleges seattered 
throughout the United States. 

As you can see, TVA has not “gone it alone’’ in the new field of fertilizer eco- 
nomics research. Our fertilizereeconomics work was developed in close coopera- 
tion with the land-grant colleges. The colleges are bearing a major portion of the 
cost of the work. At this particular time it is especially necessary for farmers to 
be able to secure the kinds of information that will help them get the most profit- 
able use out of dollars spent on fertilizer and other farm expenditures. Our 
assistance to land-grant colleges in their efforts to solve research problems is 
designed to help them expand their educational activities so that ultimately 
economically sound and practical fertilizer recommendations can be furnished to 
farmers. In the process TVA is fulfilling one of its major obligations—that of 
reducing farmers’ fertilizer costs by helping them find its best, most economical 
uses. 

If I can give you any further information on our work in fertilizer economics 
research I shall be glad todo. Senator Hill has also requested information on this 
subject and we are sending him a similar letter. 

Very truly yours, 
AUBREY J. WAGNER, General Manager. 


POWER PRIORITIES 


Mr. Wurrren. In addition to that I would like to have you make 
another point in the record. It has been intimated here that if you 
were limited to your preference customers that you would have 
much more than enough power. I would like to ask you: What 
other utility is there now operating in that area which could serve 
all this industry and business and other folks who might not be at 
the preference rate? In the territory you serve what other utility is 
there to serve these people? 

Mr. Voce. There is no other existing utility serving within 
that area 

Mr. Wuirten. If you were to stick to just the preference customers, 
how much American business would you leave—and you may have to 
put this in the record—without any source of supply, if you cut them 
off? I would like for the record to show that. It might take time to 
prepare it. 
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Mr. Voce. It is a rather hypothetical question. IL would have to 
go to the basis of it. I presume you do not mean we would cut them 
all off? 

Mr. Waurrten. | would like to know, if vou cut them all off, what 
it would be? 

Mr. Voceu. Actually we are talking about a 300,000-kilowatt 
deficiency by 1958. 

Mr. Wuirren. The original question was directed to your prefers 
ence customers. I am drawing a line between preference customers 
and nonpreference customers. 

Mr. Voce. The point I wish to make, Mr. Congressman—and | 
do not want to belabor this—is that you would not expect us to cut 
off people from the use of power we have available to supply them, 
would you? 

Mr. Wurrren. General, 1 think my feelings are quite evident. I 
am sure you know the answer to that question. I was not desiring that 
you cut off any of them. 1 am trving to get in the record how many 
people are in the nonpreference class who, if vou were forced to cut 
them off, would be left without power? 

(The information is as follows: ) 

If the question is directed to the number of consumers served directly by TVA, 
there are some 2 dozen large industrial establishments so served. There are a 
larger number of similar consumers furnished TVA power through the local dis- 
tribution systems. There are approximately 5,000 in the large-consumer class, 
that is, with demands greater than 50 kilowatts. 


Mr. Puiturps. Are you going beyond the contractual situation? 
I mean, they make a contract and in the contract there is a cancella- 


tion clause. Are you going beyond that and assuming, whether the 
contracts have a cancellation clause or not, if they are with industrial 
firms, they could be cut off? 

Mr. Wuitren. I am. If you will follow me on that, I think I 
will make my point clear. There is no other utility in the area, and 
If am wondering how many people there are that are dependent upon 
you as their sole source of supply at the moment, but who are not im 
your preference clause. 

Mr. Kampmerer. Mav I ask a clarifying question there in order 
that we may be as responsive as possible to your question? The act 
speaks of preference for domestic and rural customers; are you asking 
how many there are in other classifications? 

Mr. Wairren. Let me start over and strike the question. The 
nonpreference customers under present conditions have no other 
source of supply in sight except TVA. Now, some reference has been 
made to where cities could set up their own plants similar to Memphis. 
How long will it take Memphis from the time they took the first 
action to determine to issue bonds and go through all of the processes 
before they can possibly have a generation plant in readiness to serve 
their nee ‘ds? 

Mr. Voce.t. Two and a half to three years from the time first 
orders for equipment are placed. There would have to be other 
steps taken before that. 

Mr. Wuirren. If any city in this area should make that determina- 
tion, it would take at least 3 years before they could possibly have 
another source of service; is not that correct? 
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Mr. Voces. Yes; I think that is approximately correct. 

Mr. Wuirten. I believe you testified earlier that you are in the 
position that not only was it necessary for TVA to expand its generat- 
ing facilities to meet the load: you can see but that you had to do it 
at these particular units if it was to be done in time to meet the needs 
you can see which will come as part of your demand by late 1958. 

Mr. Vocet. I think that is substantially correct. 

Mr. WuirtteNn. So whatever might happen if the TVA Act were 
changed or even if TVA were sold, or any situation developed, under 
all circumstances capacity must be added by adding units at the 
points mentioned. That is the only way to meet the power needs 
of the people in that area within the limited time, is it not, in your 
judgment? 

Mr. Vocet. Yes, I think that is correct. 


INFORMATION AND DATA SUBMITTED TO CONGRESS THROUGH THE 
BUDGET BUREAU 


Mr. Wuirtten. We all get enthusiastic on different sides of the 
many issues here; but in times past there have been many misunder- 
standings in Congress among those who have served on this subcom- 
mittee because some folks felt that TVA had not told the Congress 
everything of a major nature that was going on in the TVA. On 
numerous occasions it has developed that TVA had in fact submitted 
the information to the Congress, or had made preparation to submit 
it to the Congress; but, by virtue of our Government procedures, 
the information had to go through the Bureau of the Budget and, 
while TVA had submitted it through channels to the Congress, it 
had not actually reached the Congress. 

I would like to ask you to put in the record the occasions where 
TVA has submitted information with regard to letters of intent and 
things of a similar nature to the Bureau of the Budget and the infor- 
mation did not reach Congress by failure of the Bureau of the Budget 
to transmit it, or for any other reason. 

Mr. Vocet. You are directing that question to the present budget, 
of course? 

Mr. Wuirtten. I would like to say for the last 5 years. I do not 
criticize any agency of the Government for performing its own duties, 
but it does enter into the question of whether TVA has submitted or 
made an effort to submit things, maybe, that we have not seen, but 
where TVA itself is perfectly in the clear. 

(The information follows:) 
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TENNESSEE VALLEY AUTHORITY, 
Knoxville, Tenn., September 28, 1955. 
Hon. Rowitanp R. HuGuHeEs, 
Director, Bureau of the Budget, 
E ecutive Office of the President, Washington, D. C. 

Dear Mr. HuGues: We submit herewith TVA’s budget program for the fisgal 
year 1957. We believe this program is in accord with the budget policies de- 
scribed in your letter of August 11, 1955. 

Funds to finance the 1957 program would be derived as follows: An appropria- 
tion request of $6,725,000; funds available from prior appropriations, $16,560,000; 
funds provided by current income, $257,258,000; and from proceeds held in reserve, 
$6,656,000. Of the $287,199,000 thus provided, $92,647,000 would be used for 
acquisition of assets; $156,193,000 for operating expenses; $1,772,000 for increasing 
working capital; and $36,587,000 for payments to the United States Treasury in 
accord with section 26 of the TVA Act. Of the total estimated payments to the 
United States Treasury in 1957, $30 million will be derived from power proceeds 
and will bring total payments on power investment to $240 million. When the 
1957 payment is made, TVA will be 43 percent ahead of an average payback 
schedule under the 40-vear plan established by law. 

The appropriation financed budget totals $23,285,000—% 16,346,000 for acquisi- 
tion of assets, and $6,939,000 for operating expenses of non-revenue-producing 
activities. These figures do not contemplate use of the $6,500,000 originally pro- 
vided for transmission connections near Memphis with the Mississippi Valley 
Generating Co. 

ACQUISITION OF ASSETS 


Power.-The 1957 budget program provides $80,330,000 for power generating 
and transmission facilities. Of this total, $5,739,000 is derived from appropriated 
funds carried over and would be applied to clean up construction work on installa- 
tions now nearing completion at 5 steam plants. The balance of $74,591,000 
represents the application of corporate income—$50,500,000 toward the installation 
of 5 additional steam-electric generating units at 3 existing projects, $23,000 for 
cleanup construction work, and $24,068,000 for transmission system facilities. 
No new power-producing projects are contemplated by the 1957 budget program. 

The additional generating units for which estimates are included in the 1957 
budget program are Johnsonville 7-8, John Sevier 4, and Gallatin 3-4. 

The completion on schedule of generating facilities now under construction will 
bring nameplate rating capacity in the TVA system to 10,038,485 kilowatts at 
the end of calendar year 1957, and 10,050,485 kilowatts at the end of calendar 
vear 1958. The corresponding assured load-carrying ability of the TVA system 
is estimated to be 9,533,000 kilowatts at the end of calendar year 1957, compared 
with estimated demands of 9,800,000 kilowatts; and 9.543,000 kilowatts at the 
end of calendar year 1958, compared with estimated demands of from 10,100,000 
to 10,550,000 kilowatts, depending upon the extent to which the city of Memphis 
has completed new generating facilities for serving its load. Therefore, unless 
additional capacity is started promptly, there will be deficiencies of 2.7 percent 
at the end of 1957, and from 5.5 to 9.5 percent at the end of calendar vear 1958 
The installation of five generating units at existing projects, as provided for in the 
1957 budget program, would largely offset the indicated deficiencies, but would 
provide no substantial margins of capacity for unforeseen developments. 

The John Sevier unit can be placed in operation before the end of 1957, pro- 
vided construction is started promptly. The other additional units can be com- 
pleted before the time of the 1958 peak demand. Addition of the Sevier unit 
to the system would bring the 1957 capacity within 1 percent of the anticipated 
power requirements. Depending again upon the extent to which Memphis 
facilities are completed, addition of the 2 Johnsonville and 2 Gallatin units to 
the system would reduce the 1958 deficiency to less than 1 percent, or there 
might be a margin ranging from zero to less than 4 percent. 

Little on-site work will be required during 1956. However, in order to assurt 
delivery of the units in time to be installed ahead of the 1957 and 1958 winter 
peaks, some orders must now be placed with manufacturers, at least on a tenta 
tive basis. With an indicated deficiency which could amount to as much as 9.5 
percent by the 1958 winter peak, it is evident that the initial steps toward the 
installation of capacity to alleviate the discrepancy between supply and demand 
cannot be delayed. The schedule for the John Sevier unit is critical; as has 
heen indicated, this is the only unit that can be completed before the 1957 peak 
demand. 
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To secure now a place on the production schedules of the suppliers of the 
major equipment so that it will be possible to complete the unit on time, the 
Board has issued letters of intent to the manufacturers of equipment for the 
Sevier unit, and is considering similar action with respect to the other units 
These steps will also exempt TVA from substantial price increases that the 
equipment manufacturers have recently announced and which would apply if 
the bids TVA has received for prompt acceptance were allowed to expire. These 
letters of intent provide for cancellation by TVA at any time prior to August 1, 
1956, upon payment of the contractors’ unrecoverable costs to the date of can- 
cellation plus a reasonable profit on the work performed. 

Since this budget assumes that appropriated funds for construction of the 5 
idditional units will not be available to TVA in 1957, the Board is proposing 
that the 5 units be financed from corporate funds utilizing current power revenues. 
When legislative action has been taken with regard to alternative means of 
financing it might prove advantageous to finance the costs of construction through 
use of revenue bond proceeds, and the situation will be reviewed at that time. 

Transmission system facilities would require $24,068,000 in 1957, all to be 
financed from power proceeds. 

Nonpower.—The 1957 budget program provides for only 1 new major water 
control structure—a navigation lock at Wilson Dam to replace 3 outmoded, sub- 
standard-size locks. The Board has considered the inclusion of other water con- 
trol prdjects in the 1957 budget program but has rejected all the others at this 
time in order to permit concentration on this proposal. Of the furids available 
for Federal construction for water control purposes, in the Board’s judgment a 
new lock at Wilson Dam merits highest priority. The Chairman of the Board 
has discussed this matter informally with the Chief of Engineers and with other 
officials of the Corps of Engineers and believes they are in accord with this view 
Between 1945 and 1954 traffic through the Wilson locks rose from 452,000 tons 
to 2,114,000 tons. The practical annual capacity of the existing locks—2,400,000 
tons—will be reached during the next year or two, probably before it will be pos- 
sible to complete the proposed new facility. The existing locks are in poor struc- 
tural condition, and their failure, which is a real possibility, would result in closing 
the river to through traffic, with serious disruption to many industries throughout 
the inland waterway system and to the region’s transportation system. The 1957 
budget program provides $7,541,000 for continuing design work and beginning 
construction of a new lock at Wilson Dam. 

Other nonpower facilities provided for in the 1957 budget program include minor 
additions and improvements at completed projects, the addition of a small amount 
of land to Norris Reservoir for flood-control purposes, investigations for future 
projects, and additions and replacements of chemical and general facilities. 


OPERATING EXPENSES 


Power.—Sales of electric energy, exclusive of interdivisional deliveries, are 
expected to increase in fiscal vear 1957 to about 56.6 billion kilowatt-hours 
Revenues from power sales and other incidental power income items are expected 
to total $231,550,000, and all power operating expenses, including depreciation, 
are estimated at $173,226,000. The resulting estimated net income of $58,324,000 
will provide a net return of about 334 percent on the average net investment in 
the power program. 

Vonpower.—Income from the sale of fertilizer, and incidental income frot 
sales of byproducts, ete., is expected to total $20,646,000 in 1957. Total cost of 
production and distribution, ineluding depreciation, is estimated at $14,815,000, 
ind provision for research, farm test demonstrations, and other cost items 
brings total expenses for fertilizer and munitions development to $19,090,000 
Thus, there is estimated net income under this category of $1,556,000 in the 
1957 budget program. 

Appropriated fund requirements for all nonpower operating expenses of TVA 
ire $6,939,000. While this is above the 1956 estimate, a considerable part of the 
nerease is occasioned by a difference in the method of financing resource develop- 
ment, as explained below. The remaining increase is requested to permit TVA’s 
programs to be carried on at an effective level, supported by adequate administra- 
tive and general! services. During the past 3 vears the funds made available to 
TVA for its appropriation-financed operating programs have been too low in 
many instances to permit effective performance. The budget justification 
lescribes in detail the work to be done in 1957 and its necessity. 

By specific provisions in the 1955 and 1956 appropriation acts TVA was directed 
to finance resource-development activities in part from corporate funds. While 
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corporate funds will be available to finance these activities, either in whole or in 
part, such a situation cannot be counted upon to continue indefinitely and it is 
believed more appropriate to seek their financing from appropriated funds except 
to the limited extent that proceeds are derived through sale of products incidental 
to these activities. The activities are noncommercial and are in the nature of 
traditional Federal functions, relating to the development of agricultural resources, 
forests, and small watersheds. They include the preparation of maps in coop- 
eration with the United States Geological Survey. The TVA Act does not provide 
for financing these general activities from corporate funds. Only through temporary 
legislation amending the general plan set forth in the act for the use of revenues 
has this diversion of proceeds been possible. 

Therefore the 1957 budget program provides for financing resource-develop- 
ment activities from appropriated funds except for a small amount that can be 
financed from proceeds in accord with section 26 of the TVA Act, as amended. 

The Board is also proposing the elimination of restrictive limitations in the 
appropriation language which it believes to be unnecessary. For example, the 
Bureau of the Budget has ordinarily approved as submitted our estimate for 
travel expenses; however, because the approved estimate has been incorporated 
in a legislative limitation, we have been required to engage in unproductive 
accounting and paperwork to assure strict compliance with the restriction. The 
additional work results in unnecessary expenses directly attributable to the 
limitation, and in some instances more significant unnecessary costs are incurred 
to avoid charges to the restricted category of expense. We believe such legis- 
lative limitations to be costly and unnecessary; the same end results can be more 
readily attained through efficient administration. 

The Chairman, by separate letter, will express his views concerning the con- 
tinuation of a restriction as to the construction of buildings for use as adminis- 
trative offices; on the matter of the letters of intent mentioned above; and on a 
matter relating to the views of certain Members of the Congress with respect to 
financing additional generating units through the use of power proceeds. 

Sincerely, 
Hersert D. VoGEt., 
Chairman of the Board. 


SEPTEMBER 29, 1955. 

Hon. RowLanp HvuGHEs, 

Director, Bureau of the Budget, 
Executive Office of the President, 
Washington, D. C. 

Dear Mr. Hvueues: In the letter of transmittal accompanying our budget 
submission for 1957 a request was made on behalf of the TVA Board that restric- 
tive legislation contained in previous appropriation bills be eliminated. I stated 
in the last paragraph of that letter that as Chairman I held a somewhat differing 
view on the restrictions applying to the construction of a new headquarters build- 
ing for TVA, and that I would elaborate on those views in separate correspondetice. 

TVA is presently situated with the bulk of its personnel in three separate 
locations as follows: 

Knoxville, Tenn.: Board of Directors, General Manager and headquarters 
staff, including personnel, finance, and law. The Office of Engineering and 
Divisions of Reservoir Properties and Agricultural Relations are also located 
here. Forestry is in nearby Norris. 

Chattanooga, Tenn.: Office of Power, Divisions of Property and Supply, 
Materials, and Health and Safety. 

Muscle Shoals (Florence, Sheffield, and Tuscumbia, Ala.): Division of 
Chemical Engineering. 

This arrangement serves to balance the regional activities of TVA and provides 
a desirable dispersion. While some adjustments are reasonably practicable, it 
would be impossible to move all activities to one central location since the plant 
of chemical engineering at Muscle Shoals is quite large and represents a huge 
investment, and the Office of Power in Chattanooga is similarly anchored. Move- 
ment of any other large segment of the organization would, of course, cost a large 
sum of money. It may, therefore, be assumed that the arrangement whereby 
TVA rests on a tripod is sound and should be retained. 

The main argument for moving the headquarters of TVA with its accompanying 
staff to Muscle Shoals is based primarily on the provision of section 8 (a) of the 
TVA Act of 1933 which provides that ‘‘The Corporation shall maintain its prin- 
cipal office in the immediate vicinity of Muscle Shoals, Ala.”” However, the head- 
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quarters has been physically located at Knoxville since its establishment, and there 
would appear to be no overpowering compulsion for moving it on legal grounds. 
Annual reports of the Board are shown as emanating from Wilson Dam, Ala. 

A secondary reason for moving the headquarters is that the TVA Act provides: 
‘‘Each member of the Board, in addition to his salary, shall be permitted to occupy 
as his residence one of the dwelling houses owned by the Government in the 
vicinity of Muscle Shoals * * *’’ There are four houses altogether, and all are 
in good condition. They are large frame structures overlooking Wilson Dam, 
and have been kept unoccupied but in good repair these many years. If the Board 
is not enabled to use them, they should be either rented to obtain revenue for the 
Government, or sold and removed. 

The Board of Directors is in unanimous agreement that a headquarters building 
for TVA is urgently needed. Elements of the organization in Knoxville are 
separated in 12 different buildings, and there are 12 other buildings for field offices 
in and around the city. The buildings are all old, and the arrangement of space 
isuneconomical. The Office of Engineering is so split up and inadequately housed 
that it cannot operate at anything like maximum efficiency. 

The Board also recognizes that an arrangement for obtaining an adequate 
office building on lease-purchase can be readily and quickly effected, and that 
competition would be keen for the privilege of erecting such a building. 

In considering locations for a headquarters, diversified views have been ex- 
pressed and several studies have been undertaken. The most recent of these 
was completed early in 1955, and the Board has it in mind to review the entire 
situation at an early date. 

In view of the fact that the question remains unresolved, I believe it best to 
retain restrictions against building a new headquarters office for TVA except as 
approved by Congress on recommendation of the Director of the Budget. 

On the subject of using power proceeds for the initiation of construction of new 
facilities, I am enclosing a copy of a letter to Senator McClellan which states 
certain facts relative thereto. The use of such funds to finance the cost of addi- 
tional units to existing steam plants is opposed by an element of the Congress 
represented by Senators McClellan and Fulbright of Arkansas, and Holland of 
Florida. There are other Members of Congress, of course, who hold differing 
views, but the gist of the matter is that the argument has not been completely 
resolved and will probably be raised again. It is my opinion with respect to this 
situation that the best interests of TVA would be served by subordinating the use 
of revenues to financing by the issuance of revenue bonds. If prompt action is 
taken on the self-financing legislation now before the Congress the question will 
have only academic importance, and in any case there is likelihood o7 such action 
before an appropriation bill can be considered. 

Sincerely, 
Herrert D. VocEt, 
Chairman of the Board. 


Enclosure [copy letter Vogel to John L. McClellan dated September 23, 1955). 


SEPTEMBER 23, 1955. 
Hon. Jonn L. McCuLe.uan, 


Senate Office Building, 
Washington, D. C. 


Dear Senator McC.Letian: This letter is in further response to your telegram 
of August 30 with respect to the construction of generating units from power 
revenues. 

The TVA Board has now had an opportunity to review the power supply 
situation and to consider what additional generating units are necessary in order to 
provide for the power needs of TV A’s service area in 1957 and 1958. The sources 
of funds for these units will be considered with the Bureau of the Budget and the 
Congress in the normal budget process. Power revenues would be sufficient to 
complete these units, but it is our hope that legislation authorizing TVA to finance 
power construction by the issuance of revenue bonds will be passed by the Con- 
gress in sufficient time for revenue-bond financing to be considered in connection 
with the construction program for the fiscal year 1957. 

Of the units which it will probably be necessary to start soon a fourth unit at 
the John Sevier steam plant can be completed most promptly. By securing now a 
place on the production schedules of the suppliers of the major equipment this unit 
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can Fe completed in time to meet the peak loads forecast for the winter of 1957-58 
The Board has issued letters of intent to these manufacturers in order to make it 
possile to complete the unit on time. This action will also exempt TVA from 
substantial price increases that the equipment manufacturers have recently 
announced and which would apply if the bids TVA has received for prompt 
acceptance were allowed to expire. These letters of intent provide for cancella- 
tion by TVA at any time prior to August 1, 1956, upon payment of the contractors’ 
unrecoverable costs to the date of cancellation plus a reasonable profit on the work 
performed. 

The issuance of the letters of intent was approved by a divided vote. The 
other Directors approved the letters of intent on the basis that such action was 
not only good business but was necessary to carry out TVA’s responsibilities and 
upon advice of counsel that it was authorized by law. The Chairman did not 
dissent on the business aspects of the transaction but voted against such letters 
of intent on the ground that they might be considered to constitute a commitment 
dependent upon a future action of Congress. 

With respect to other generating units considered by the Board similar letters 
of intent may be issued later to equipment suppliers in order to maintain equip- 
ment-delivery schedules and to avoid announced price increases, but such letters 
of intent will not involve commitment of funds in the current fiscal year. 

We are writing a similar letter to Senator Hill who has also written us on this 
subject. 

Sincerely vours 
HERBERT D. VOGEL, 
Chairman of the Board. 


NOVEMBER 29, 19565. 
Hon. Row.ianp R. Hucues, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington 25, D. C. 

Dear Mr. Hucaes: Your staff has advised us of your tentative decisions on 
the TVA’s budget program for fiseal year 1957. With respect to the manpower 
activities, we feel that the proposed cuts will not interfere substantially with 
carrying on these activities. Accordingly, we express no exception to the allow- 
unces covering these activities. 

We understand it has been decided to recommend incorporating in the Presi 
dent’s 1957 budget a provision for additions of generating capacity to the TVA 
system which would increase the load-carrying ability of the system to 10,005,000 
kilowatts by the fall of 1958, instead of about 10,500,000 kilowatts as originally 
recommended by TVA. The lesser capacity would be obtained by starting 3 
new generating units, John Sevier No. 4 and Johnsonville Nos. 7 and 8; TVA 
had recommended alternative programs which included, in addition, 2 or 3 units 
at the Johnsonville and Gallatin plants. We are not appealing the staff deter- 
minations but urge that the way be left open to permit additions to the 1957 
program as developments in the next 6 months might necessitate. 

We understand that your tentative decision with respect to power capacity 
Was bused in part on the assumption that AEC will not operate in fiscal year 
1958 at the ‘‘extended load” presently used at Oak Ridge and Paducah. Under 
these circumstances, TVA would not be expected to deliver to AEC in 1958 the 
395,000 kilowatts of power which was included in our load estimates to insure 
continuous deliveries in excess of the contracted amounts, although within its 
capabilities during seasonal offpeak periods, TVA will of course do its best to 
meet all demands. It should be emphasized, however, that in the past AkC 
has operated at extended capacity on a continuous basis and a possibility still 
exists that it will want to continue to do so in 1958. Moreover, current inquiries 
for new industrial loads and the expansion of existing industrial loads indicate 
that our earlier estimates for these purposes were too low and that additional 
provision should be made for them. A further concern is the fact that, as we 
have advised vour staff, there have been recent indications that we may expect 
extended outages for rebuilding by the manufacturers of some 14 of the generating 
units recently placed in service on our system. In view of these developments 
and contingencies, it may become necessary soon to expand the 1957 power 
construction program, 
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We understand that the Bureau contemplates requesting a supplemental appro- 
priation to provide funds in 1956 for additional capacity at the John Sevier steam 
plant and that it contemplates the revenue bond legislation now being considered 
by the Congress will have been adopted in time to permit TVA to issue revenue 
bonds to the extent required for completion of payment for such capacity. The 
Board by majority action has already committed some power proceeds on the 
John Sevier and Johnsonville units through issuance of letters of intent, which 
were deemed necessary to protect tight construction schedules and to avoid sub- 
stantial price increases. Power proceeds will be available in sufficient amounts 
to cover the cost of the 1956 work at John Sevier and to complete all three units 
Use of proceeds for this purpose would make a supplemental appropriation for 
1956 unnecessary. 

As to expenditures for power capacity in 1957, a majority of the Board believes 
continued use of available revenues would be appropriate, leaving for later deter- 
mination the timing of an initial issue of TVA bonds. It is agreed that there is 
urgent need for the financing legislation, and we shall continue to do everything 
which will be helpful in leading to early congressional action. Nevertheless, in 
planning to meet the power requirements of the region we must recognize the 
extended period which may be required for congressional deliberation, assuming 
that Congress shares our joint view as to the need of revenue bond financing, as 
well as the time which will be required after the legislation becomes effective to 
work out the numerous complicated arrangements which will be involved in 
the initial issue of revenue bonds. None of the three versions of the TVA financ- 
ing proposal which have been introduced in the Congress would limit TVA’s 
authority to use power revenues for new construction to the extent such revenues 
may be available in excess of other financial obligations imposed under the respec- 
tive versions. Considerations of prudent fiscal management dictate that borrow- 
ing be limited to the financial requirements which cannot be provided from system 
earnings after meeting prior financial obligations. 

The text of the supplementary budgetary authorization schedules which we are 
submitting makes provision for the use of revenues as well as appropriations and 
bond proceeds in 1956 and 1957 for constructing the three units which the Bureau 
has approved, leaving TVA free, when and if the legislation becomes effective, to 
determine what means of financing is most feasible and favorable to the Govern- 
ment under all of the circumstances then prevailing, including the terms of the 
legislation then in effect. 

A majority of the Board of Directors of TVA recommends reconsideration of 
the Bureau’s tentative decision to request a supplemental appropriation for 1956 
to finance John Sevier unit No. 4. Should the request for an appropriation go 
forward, it would still appear necessary to withhold power proceeds in sufficient 
amounts to perform the work. In view of the many uncertainties attendant 
upon the situation at this time, including those of the financing bills before 
Congress, a majority of the Board of Directors feels that it should not estimate 
a payment to the Treasury in greater amount than it can forecast with reasonable 
assurance. That amount is presently believed to be $40 million. There is still 
more than a vear before the date when, under the TVA Act, a decision is required 
to be made by the TVA Board as to the amount of the payment and we will 
endeavor to make as large a payment as may be compatible with good business 
principles and prudent management. 

As Chairman, I feel it necessary to point out certain implications in the pre- 
ceding paragraphs which may be misleading. Although it may be impossible 
to supply power to AEC in the “extended load”’ range during peak periods, we 
may be able to supply a large part of that which is desired during seasonal offpeak 
periods. Also, should failures occur in the 14 units mentioned in an earlier 
paragraph, such failures will almost certainly occur, or corrections be made, in 
the reasonably near future and probably prior to the 1958 peak. 

In spite of this I believe we are approaching a tight situation due to unprece- 
dented load growth in the area and to the narrowness of the margin under which 
we will be operating. While we can probably get by with 3 additional units (1 at 
John Sevier and 2 at Johnsonville), [ would feel much more secure with a little 
more leeway and the situation should therefore be watched closely. 

As to the matter of payments to the Treasury a year from now, [ feel it is 
largely academic whether Congress be told that we will surely pay $40 million 
at that time or that, if everything works out right, we may be able to pay double 
that amount. In either case, as has been indicated, we will do our best to make 
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the payment as large as possible. The important thing is that Congress be 
accurately informed of the situation so as to be prepared to accept a change of 
estimate if it becomes necessary at a later date. 
Sincerely yours, 
Hersert D. VoceE., 
Chairman of the Board. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington 25, D. C., December 13, 1955. 
Hon. HERBERT D. VoGeEL, 
Chairman, Board of Directors, 
Tennessee Valley Authority, 
Knozxville, Tenn. 

My Dear GENERAL VOGEL: Your budget estimates for the fiscal year 1957 and 
the information presented by your representatives from the Tennessee Valley 
Authority have been given careful analysis. Consideration has also been given 
to the points covered in your letter of November 29. The President has approved 
the inclusion in the budget of the following recommendations for your agency: 

(a) Provision will be made for meeting anticipated power loads through 
1958 by the initiation of construction of John Sevier steam plant unit No. 
4 in fiscal year 1956 and Johnsonville steam plant units Nos. 7 and 8 in fiscal 
year 1957. All work on the John Sevier unit is to be financed in 1956 by 
means of a supplemental appropriation in the amount of $3,500,000, to be 
requested early in January. Work on continuation of construction of this 
unit and all work on the Johnsonville units will be financed in 1957 through 
the issuance of revenue bonds on the assumption that the revenue bond legis- 
lation now pending before the Congress will be enacted. The issuance of 
revenue bonds in the amount of $68,500,000 will be shown under proposed 
legislation. 

(6) Repayment to the Treasury in fiscal year 1957 of $75 million on power 
investment, This will still leave the TVA with a cash balance of about $53 
million—approximately the same balance as the TVA would have had if 
the plants had been financed from the use of power proceeds, as originally 
requested, in place of revenue bonds. 

(c) The approved 1957 program includes provision for new appropriations 
in that year of $5,357,000. The $6,500,000 appropriated in 1956 for con- 
struction of transmission connections with the Mississippi Valley Generating 
Co. will be proposed for rescission 

Future power needs of the TVA system will be subject to reexamination after 
the Congress has acted upon the revenue bond legislation. 

The recommendations of the President, the estimates submitted, and any other 
information used in the formulation of these recommendations are to be kept 
confidential until the budget message is presented to Congress, except that in 
those cases where the Bureau of the Budget releases estimates to the Committees 
on Appropriations prior to that time, the estimates may be discussed with mem- 
bers and staff of those committees. In such cases you will be advised before the 
estimates are released. 

Sincerely yours, 

Row.Lanp Huauegs, Director. 


DECEMBER 20, 1955. 
Hon. Row.anp R. Huaues, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington 25, D. C. 

Dear Mr. Hvuaues: This will acknowledge receipt of your letter of December 
13, 1955, informing us of the President’s decisions concerning the TVA 1957 
budget. 

With respect to the estimate of payment of power proceeds into the Treasury 
for fiscal year 1957, while the separate views of the members of the Board con- 
cerning the amount of the estimated payment are as stated in our letter of 
November 29, 1955, we understand from your letter that the President will 
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include an estimate of $75 million in his recommended budget. In response to 
that decision we have entered that amount in the budget materials as specified 
in your letter of December 13. 

A majority of the Board is still of the opinion that considerable flexibility as to 
the method of financing the additional units at John Sevier and Johnsonville 
should be retained for reasons set out in our letter of November 29. You indicate, 
however, that you desire the President’s budget to include the recommendation 
that all work on these units should be financed through the issuance of revenue 
bonds except for an amount of $3,500,000 to be provided by means of a supple- 
mental appropriation in 1956 and the chairman concurs in this approach. The 
Bureau of the Budget has been kept informed of the efforts to maintain essential 
schedules for completion of the approved generating units by the issuance of 
letters of intent for the major items of equipment and the commitment of power 
proceeds thereunder. This step was considered necessary by a majority of the 
Board to meet tight construction schedules and also to avoid substantial price 
increases. We understand from discussions with representatives of the Bureau 
that the action of the Bureau on the TVA budget program does not affect the 
interim financing from power proceeds already reported and which must be 
undertaken before the sources of financing contemplated by the allowance letter 
of December 13 are actually available. 

Sincerely, 
Herspert D. VocE., 
Chairman of the Board. 


TENNESSEE VALLEY AUTHORITY 


Budget program for fiscal year 1956 


Revisions 
Changes made by | 
made by | TVA after President's 
Bureau of original budget 
the Budget budget 
submission 


Submitted to 
Bureau of 
the Budget 


Appropriation estimate: 
John Sevier steam plant unit 4 (180,000 | 
kilowatts capacity) “ $14, 000, 000 | —$14, 000, 000 
Johnsonville steam plant units 7-10 | 
(540,000 kilowatts capacity) -_.- | 30, 000, 000 | —30, 000, 000 
Gallatin steam plant unit 3 (225,000 | 
kilowatts capacity) | 15, 000, 000 | —15, 000, 000 
New lock at Wilson Dam: 
Planning and design 490, 000 — 190, 000 $300, 000 
Construction 6, 996, 000 — 6, 996, 000 
Other navigation facilities 175, 000 —69, 000 106, 000 
General service facilities : 412, 000 — 374, 000 38, 000 
Navigation operations 272, 000 — 172, 000 100, 000 
Flood control operations - - 221, 000 — 55, 000 166, 000 
Multipurpose reservoir operations | 2, 211, 000 —211, 000 , 000, 000 
Fertilizer and munitions development 2, 374, 000 — 224, 000 , 150, 000 
Resource development | , 248, 000 — 848, 000 400, 000 
Administrative and general expenses: 
Undistributed (contingency) - 100, 000 100, 000 
Other administrative and _ general 
expenses - _ _ - | 1, 569, 000 — 246, 000 , 323, 000 
Other activities _- | 20, 867, 000 20, 867, 000 


Total appropriation request 95, 835, 000 | —68, 285, 000 , 550, 000 


Corporate financed obligations: 
Four operations . one 117, 997, 000 — 1 $2, 197,000 | 20, 194, 000 
Multipurpose reservoir operations_.__-_..-- 1, 716, 000 , 000 | -- caaiueioun' 1, 575, 000 
Fertilizer and munitions development___.-- 15, 136, 000 32,000 |_- 7 : 5, 268, 000 
Resource development. _....-.....------ 9, 000 591, 000 |. 600, 000 
Power inventories natn den ae 2, 000 |.--- } 11,858, 000 }, 980, OOO 
Administrative and general expenses = , 706, 000 — 43,000 |...-.-- “ 2. 663, 000 
Other activities cGkvesieeeetbdeaws 32, 279, 000 ; 32, 279, 000 
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Total corporate financed obligations......| 174, 965, 000 000 | 4,055, 000 | 79, 559, 000 


Payments to U. 8. Treasury: 
From power proceeds dhaiaatiaies 64, 000, 000 | __- ‘ — 5, 000, 000 59, 000, 000 
From nonpower proceeds 4 : 6, 982, 000 | _. }, 982, OOO 


Total payments to U. 8. Treasury __.| 70, 982, 000 |. —5, 000, 000 85, O82. 900 


Revisions made by the TVA between the date of the original submission to the Bureau of the Budget 
ind the date of printing the President’s budget to reflect changes in estimates developed on the basis of 3 
nonths’ additional operating experience. 
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TENNESSEE VALLEY AUTHORITY, 
Knoxville, Tenn., Seplember 15, 192 


~t 
~~ 


Hon. Row.anp R. Hvuaues, 
Director, Bureau of the Budeet, 
Executive Office of the President, 
Washington 25, D. C. 

Dear Mr. HuaGues: We submit herewith TVA’s budget program for the fiscal 
vear 1956. We believe this program is in accord with the budget policies described 
in your letter of July 23, 1954. 

Funds required to finance the 1956 program would be derived as follows: An 
appropriation request of $95,835,000; funds provided by operations of $247.402.000; 
and a decrease in United States Treasury cash of $6,246,000. Of the $349,483,000 
thus provided, $111,109,000 would be used for expenditures for acquisition of 
assets; $147,425,000 for operating expenses: $19,967,000 for increasing working 
‘apital; and $70,982,000 for retirement of bonds and repayments to the United 
States Treasury in accord with section 26 of the TVA Act. This latter amount 
of repayments from revenues is equivalent to about three-fourths of the appro- 
priation request. 

Net income from power operations is estimated at more than $59 million in 
1956, representing a 4 percent return on the average net investment in power 
facilities. Repayments from power proceeds of $64 million in 1956 will bring the 
total repayment of power investment to $215 million. When the 1956 payment 
is made, TVA will be 60 percent ahead of an average payback schedule under the 
10-year plan established by law. 


THE APPROPRIATION FUND BUDGET 


A new appropriation of $95,835,000 is proposed for fiscal year 1956. This 
amount, with an estimated balance of $14,259,000 to be carried forward from the 
current year, totals $110,094,000, which will be applied as follows: obligations for 
acquisition of assets, $103,374,000; operating expenses, $6,720,000. Not since 
fiscal year 1950 has the estimated requirement for appropriated funds been as low 
as the estimate for 1956 

The 1956 estimate for power generating and transmission facilities is $92,575,000. 
The budget program provides $25,865,000 for continuation of work on 2 hydro 
generating units and 6 steam generating units now under construction; $59 million 
for beginning the installation of 6 steam generating units at 3 existing projects; 
and $7,710,000 for transmission system facilities. 

The new units proposed are John Sevier unit 4, Johnsonville units 7-10, and 
Gallatin unit 3. These units are those that can be installed and operated to supply 
system loads at lowest cost. 

Generating facilities now under construction by TVA will _ 1,199,500 kilo- 
watts of capacity (nameplate) to the TVA system in fiscal year 1956. No addi- 
tional TVA capacity is now under way. By the end of cale anes year 1957 it is 
estimated that regional power demands will be 9,800,000 kilowatts. The assured 
load-carrying ability of the TVA system will then be from 9,533,000 to 10,133,000 
kilowatts, depending upon the extent of completion of arrangements for delivery 
of 600,000 kilowatts of power over the TVA system to the Atomic Energy Com- 
mission by a private supplier. If these arrangements are not completed, a short- 
age will result. Even if they are completed and the full supply of power is avail- 
able before the end of 1957, a margin of only about 3 percent is indicated which is 
small in comparison with normal utility standards. 

The installation of 6 generating units at existing projects, as provided in the 
1956 budget program, would improve the balance between power supply and 
requirements to some extent at the end of calendar year 1957, with the full capacity 
becoming available in 1958. A deficiency in power supply would be made im- 
probable, but there — still be practically no margin if there is delay beyond 
1957 in the delivery by the private supplier of all or a part of the 600,000 kilo- 
watts for the AEC. If the contemplated arrangements for that supply are full) 
completed before the end of 1957, the margin for unforeseeable developments 
will then be 6.8 percent. By the end of 1958, when demands are expected to 
reach 10,600,000 kilowatts, this margin will be reduced to about 5 percent, 
an undesirably low level for efficient management of a power system. Any signi- 
ficant upward change in the power demands of Federal agencies above the known 
loads now taken into account would wipe out this small margin. 

The Board has given serious consideration to the urgency requiring a start on 
construction during fiscal year 1956 of additional units in the steam power plants 
at Johnsonville, John Sevier, and Gallatin. It has reviewed the computations 
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and estimates involved in forecasting needs and is of the opinion that the methods 
are sound and the basic data correct. It has been noted that the forecasts result 
from assumed firm demands by AEC and other Government agencies and services, 
and from projections of growth and developing needs in the case of industry and 
residents of the area. 

Such forecasts necessarily involve some elements of uncertainty. If industrial 
production should prove to be at a somewhat reduced level in 1957 and 1958, or 
if, contrary to past experience, few new power needs develop beyond those pres- 
ently anticipated, a smaller margin would prove to have been adequate and the 
additions to Johnsonville alone might be sufficient. With reasonable forewarning, 
any deficiencies during the winter peak-load seasons that. might result with installa- 
tion of only the Johnsonville units conceivably might be met by bringing in higher 
cost power from other sources. It might be possible to complete the John Sevier 
and Gallatin additions in time for the 1958 peak demands even if they were not 
started in the 1956 budget program. 

On the other hand, more capacity that included in the proposed budget would 
be highly desirable if other possible conditions should develop. The AEC might 
find it necessary, as at present, to operate at a higher level of load than provided 
for in its power contracts. Further expansion of AEC or AEDC facilities or 
any other new power demands in excess of present estimates, especially if required 
by the defense program, would make the availability of greater generating ca- 
pacity of extreme importance. The penalties of any inadequacies of capacity 
would be magnified if the drought of the last few vears continues or worsens 
Delays in manufacture of turbines and boilers, experienced on all recent units, 
add seriously to the risks of any deferral of equipment orders. 

After considering the range of possibilities, we have developed and are recom- 
mending the proposed program as being the most prudent alternative, in our 
judgment. The possibility of deferring any unit should be contemplated only 
if it is considered exceedingly important to reduce budgetary obligations even 
more sharply than we have assumed. 

Thus it would be to take a calculated risk to defer construction of additional 
units at John Sevier and Gallatin until a subsequent fiscal year. All members 
of the Board concur in this, but two members believe that the risk of failirg to 
provide a minimum margin is too great toineur. The chairman feels, on the other 
hand, that the risk is so relatively small and timely action in the future would so 
serve to further minimize it, that the 1956 budget could justifiably be limited to 
commencing construction on units 7, 8, 9, and 10 at the Johnsonville plant, 
deferring additions to John Sevier and Gallatin until the need has been more 
definitely established. 

Transmission system facilities would require $7,710,000 in 1956, including 
$7,420,000 in direct obligations. Of this estimate, $6,500,000 is for beginning 
construction of facilities for receiving 600,000 kilowatts for transfer to the AEC. 
The remaining $920,000 will be used for beginning the construction of a transmis- 
sion line for service to the Arnold Engineering Development Center. 

The 1956 construction program includes only 1 new major water-control 
structure, a navigation lock at Wilson Dam to replace 3 outmoded, substandard- 
size locks. Funds have been requested before for this facilitv, but so far have 
been allowed only for design work. Tennessee River traffic is growing rapidly 
Between 1945 and 1953 traffie through the Wilson locks rose from 452,000 tons 
to 1,580,000 tons. At the rate of traffic increase now anticipated, the practical 
annual capacity of Wilson lock—2,400,000 tons—will be reached by 1958. If a 
new lock can be built, it is expected that traffic past Wilson Dam will exceed 
3,100,000 tons in 1963. If a new lock is not provided, full use of the investment in 
existing navigation facilities on the Tennessee River cannot be realized. 

Appropriated fund requirements for operating expenses are $6,720,000. While 
this is above the estimate for 1955, the difference does not reflect any major 
nerease in program activities. It is due primarily to a difference in the method 
of financing resource development in 1955. 

In both 1954 and 1955, funds available for resource development were reduced 
sharply from actual expenditures of earlier vears. The resource development 
activities of TVA have been kept under careful review during the past year 
This review shows that it is in the national interest to continue these activities, 
and that a modest increase in the level of expenditure is necessary to conduct them 
effectively and to bring some of them to an orderly conclusion in the next few 
vears. These points are brought out in greater detail in the TVA budget 
justification document. 

By specific provisions in the 1954 and 1955 appropriation acts TVA was directed 

0 finance resource development activities in part from corporate funds. We 
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believe that TVA’s resource development activities should be financed from 
appropriated funds except to the extent that TVA derives corporate proceeds 
through sale of products incidental to these activities. They are noncommercial 
operations of an educational and demonstrational nature. While their immediate 
value is regional, as the TVA Act of 1933 contemplated they should be, they are 
also performed in the general interest of the country at large. Their benefits, both 
direct. and indirect, extend beyond the region. They are in the nature of tradi- 
tional Federal functions performed by TVA on a regional basis. They relate to 
the development of agricultural resources, of forests, and of small watersheds. 
They include the mapping of the area in cooperation with the United States 
Geological Survey. 

Section 26 of the TVA Act, as amended, does not provide for financing these 
general activities from corporate funds. The use of TVA proceeds is restricted 
to the commercial-type programs that produce them. Only through temporary 
amending legislation in the appropriation acts has it been possible for TVA to 
use corporate funds to finance general resource development. 

For these reasons we again provide in our 1956 budget program for financing 
resource development from appropriated funds except for a small amount that 
can be financed from corporate funds in accord with the provisions of the TVA 
Act, as amended. 

The above comments with respect to financing resource development activities 
represent a majority Board opinion; however, the new Chairman of TVA, respon- 
sive to conference report (to accompany H. R 8583, 83d Cong., 2d sess., Rept. 
No. 1882), has given such careful consideration as time has allowed to the resource 
development activities program, and has determined that it can be financed in 
the future from other than appropriated funds, being mindful that as previously 
stated, temporary amending legislation in the appropriation act will be necessary. 
He recommends that nonpower proceeds be used for this purpose in 1956 but 
desires to reserve opinion as to disposition of the financing in future budgets. 

Other operating programs financed from appropriated funds are planned at 
about 1955 levels and are described in detail in the budget justification. 

We again recommend that the limitation on travel expenses contained in our 
1955 appropriation language be eliminated. We are convinced that such limita- 
tions, however well-intentioned they may be, do not save money when applied to 
TVA. In the long run they may result in a waste of money by forcing us to choose 
more expensive ways of getting necessary work done in order to avoid expenses 
for travel. 

THE CORPORATE FUND BUDGET 


Corporate income is estimated at $247,455,000, of which $221,145,000 would be 
from power operations. Expenditures from corporate funds are estimated at 
$174,965,000, consisting of $29,240,000 for capital additions; $140,705,000 for 
expenses of operating programs and reimbursable services for other agencies; and 
$5,020,000 for inventories. Payments to the United States Treasury and retire- 
ment of bonds would total $70,982,000. The estimated payment from power 
proceeds of $64 million will be the largest annual payment ever made by TVA. 

Very truly yours, 
HERBERT D. VOGEL, 
Chairman of the Board. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., December 1, 1954. 
Hon. Hersert D. VoGEL, 
Chairman, Board of Directors, 
Tennessee Valley Authority, Knoxville, Tenn. 

My Dear GENERAL VoGEL: Your budget estimates for the fiscal year 1956 
and the information presented by your representatives from the Tennessee Valley 
Authority have been given careful analysis. The President has approved the 
inclusion in the budget of the following recommendation for your agency’s appro- 
priation: 


Payment to Tennessee Valley Authority fund___....___.---_---- $27, 450, 000 


On the basis of the information furnished us, and after taking into account the 
arrangements between the Atomic Energy Commission and the Mississippi Valley 
Generating Co., the generation now scheduled for the TVA system will provide, 
during the 5-year period from 1953 to 1958, an increase of more than 80 percent 
in the assured capacity for loads other than those of the Atomic Energy Commis- 
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sion. In view of past experience this substantial increase would appear to make 
adequate provision for reasonable load growth. This increased capacity would 
be augmented by whatever power TVA can continue to purchase in the future 
from outside sources. Moreover, additional generating capacity at existing plants 
could, according to the information presented to us, be installed in a period of less 
than 3 years. Therefore, in the light of the overall budgetary problems confront- 
ing the administration, the 1956 budget will make no provision for starting con- 
struction of additional power generating units. In the event that conditions 
change during the next vear warranting reconsideration of this decision, appro- 
priate budgetary action will be taken. 

The recommendation includes $400,000 for resource development activities. 
The budget contemplates that additional funds in the amount of $600,000 will 
be applied to these activities from proceeds of operations of the Tennessee Valley 
Authority. 

Our advice on the draft legislation submitted by you with respect to charging 
interest on the power investment of the Tennessee Valley Authority is being made 
the subject of a separate letter. 

Members of the Bureau of the Budget staff will communicate with your budget 
officer concerning the appropriation text, the narrative statement, and other 
details relating to the above amount. Please have your budget officer revise the 
details for 1956 in the schedules of obligations to agree with the approved estimates 
In addition, obligations or other transactions reported for 1955 should be revised, 
if necessary, to reflect significant changes in your financial plans. It will not be 
necessary to prepare new green sheets or narrative statements unless it is im- 
practicable to make revisions on the original presentation. The revised schedules 
should be returned not later than December 3, 1954. 

The recommendations of the President, the estimates submitted, and any other 
information used in the formulation of these recommendations are to be kept 
confidential until the budget message is presented to Congress, except that in 
those cases where the Bureau of the Budget releases estimates to the committees on 
appropriations prior to that time, the estimates may be discussed with members 
and staff of those committees. In such cases you will be advised before the esti- 
mates are released. 

Sincerely yours, 


RowLanD HvucGuess, Director. 


December 6, 1954. 
Hon. Rotanp R. HvuGHEs, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington 25, D. C. 


Dear Mr. Hvuaues: I transmit to you the following appeal from my colleagues 
on the TVA Board for restoration of a part of the funds eliminated from our 1956 
budget request. My personal views are expressed at the end of the appeal letter. 

We have received vour letter of December 1, 1954, informing us of the Bureau’s 
allowance in connection with TVA’s budget request for 1956. \ our letter provides 
appropriated funds of $27,450,000, a $68,385,000 reduction from our budget 
request of $95,835,000. We also have been advised by the Bureau of the Budget 
staff of the details applying to the allowance. 

The program and estimates submitted to you in September 1954 represented 
the result of careful consideration and review of TVA requirements for 1956 in 
the light of the budget policies set out in your letter of July 23, 1954. We are also 
mindful of the overall budgetary problems facing the country, but the reduction 
in appropriated funds represented by the allowance letter, amounting to more 
than 70 percent, is so drastic and would have such serious consequences that we 
are compelled to appeal for reconsideration. We are confining our appeal to the 
minimum number of items which seem to us to be essential if TVA is to fulfill its 
statutory responsibilities. These are: the restoration of part of the proposed 
power capacity to be started in 1956; restoration of the estimate for the develop- 
ment of river transportation; and the restoration of part of the estimates for flood 
control, multipurpose reservoir operations, fertilizer and munitions development, 
and administrative expenses. 

We request that the total allowance be increased from $27,450,000 to 
$58,250,000, an increase over the Bureau allowance of $30,800,000, but $37,585,000 
less than our original request. The increase would provide $30 million for starting 
construction in 1956 of 540,000 kilowatts at the Johnsonville steam plant, and 
would restore $800,000 of the $1,825,000 reduction in the appropriation financed 
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program and administrative and general expenses. The revised allowance we ar 
now requesting is substantially less than the $65 million in proceeds which TVA 
is expecting to pay into the Treasury in fiscal year 1956. 

As stated in our letter to you of November 10, 1954, the TVA Board is giving 
immediate and serious attention to the possibilities of financing future expansion of 
the TVA power system by means other than appropriations. For the reasons 
described in our letter, the problem is of such importance and complexity that 
time is required if we are to arrive at an answer which will be workable and 
will serve the long-run interests of the valley region and of the Nation. Achieving 
a satisfactory solution will, of course, require the advice and participation of 
the representatives of the region, and particularly the 148 municipal and coopera- 
tive power distributors who have invested $400 million of their own money as 
partners in the regional power system. Until we are able to formulate a workable 
plan it is important that TVA be provided with the necessary appropriations to 
add generating capacity to its system for meeting the region’s power needs. 
As we read the President’s letter of November 10, 1954, to Representative W. 
Sterling Cole, which was released to the press, the President recognized that 
generating capacity should be provided to meet the power needs of the citizens 
of the Valley while the role of the Federal Government in financing new power 
capacity is being considered. 

The 1956 budget as presently approved by the Bureau of the Budget provides 
no add tonal capacity to meet the estimated loads in the winter fof 1958-59. 
As we indicated during our budget hearing in October, we feel strongly that 
prudent management of the power system would require starting during fiscal 
year 1956 the installation of additional generating capacity to provide a margin 
of several hundred thousand kilowatts over presently projected 1958 loads. 
The 1956 budget as presently approved by the Bureau of the Budget fails by 
about 500,000 kilowatts to provide enough capacity even to meet the estimated 
loads. 

We appreciate that overall budget considerations may prevent reaching desirable 
objectives, but certainly we should not be planning our power programs so as 
to project a deficit. We believe the minimum program dictates starting at 
least the four Johnsonville units. The capacity thus provided, together with the 
power to be supplied for AEC from the Dixon-Yates plant, would barely meet 
the projected needs in 1958. 

At present the power TVA is able to deliver to AEC and large industrial users 
of power is roughly half a million kilowatts less than they could use. At the 
same time TVA is importing roughly half a million kilowatts that happen to be 
available from other power systems. This amount of power loads the transmission 
interconnections, and more could not be delivered to TVA even to meet a national 
emergency. The imported power is of uncertain availability, with wide fluetua- 
tions from month to month and year to year. These facts show that it would 
be highly desirable if TVA’s capacity were a million kilowatts greater today, 
in order to provide with reasonable assurance for the operation of the power 
using facilities built or under construction by the people and the Federal agencies 
in the area. 

Even if it were possible to struggle through a power shortage in 1958. it could 
onlv be done at heavy cost—cost borne largely by the Government as the owner 
of the TVA svstem and as the user of about half of TVA’s power output. Today 
the use of high cost marginal power sources is costing the area’s major power 
cons'mers, principally AEC, approximately a million dollars a week above nor- 
mal rates, besides reducing the return on the TVAinvestment. It is fortunate that 
in 1956 the relation of power supply to demand in this region will be much improved 
At least part of those gains should be maintained by installing capacity in 1957 
and 1958. Appropriations invested in a minimum program—the Johnsonville 
units—for keeping capacitv approximately abreast of probable demands can be 
expected to vield larger dividends in avoidance of wasteful operation of high- 
cost plants than almost any investment tne Federal Government could make. 

Our request for appropriation financed program expenses and administrative 
expenses was $7,897,000. The indicated Bureau allowance of $6,072,000 for these 
ite ns represents a reduction of $1,825,000, or 23 percent below the amount re 
quested, The requested restoration of $800,000 of the Bureau of the Budget reduc- 
tion of $1,825,000 for continuing these activities—navigation operations, flood 
control operations, multipurpose reservoir operations, fertilizer and munitions 
development, and administrative services—is in our opinion the minimum restora- 
tion required to enable TVA to conduct such activities at a level consistent with 
TVA’s statutory responsibility and with reasonable effectiveness. 
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The attached statements detailed the bases for tnese recommendations and 
present our views on the comments contained in the allowance letter. 

Although we are not requesting the restoration of funds for constructing a new 
lock at Wilson Dam, we feel we must again emphasize tue need for early correc- 
tion of the serious bottleneck which is fast developing at this strategic point on 
the river channel. For the past ® years we have proposed the construction of a 
new lock at Wilson Dam to replace the existing outmoded facilities. Our budget 
request for 1956 again included funds for starting this construction. This would 
have allowed initial operation of the new lock in 1958, the year in which we esti- 
mate the traffic at the Wilson locks will reach the practical locking capacity. 
Actual traffic in calendar year 1954 will exceed that estimated in the September 
1953 planning report by 20 percent, and it seems likely that the existing locks will 
hecome a bottleneck even sooner than we had anticipated. Although we have no 
firm basis for judging the relative needs of the new Wilson lock as compared with 
navigation improvements on other rivers, the benefit-cost ratio for the new Wilson 
lock is roughly twice as great as those published for lock and dam No. 8 on the 
Warrior River and the Greenup and New Cumberland locks and dams on the 
Ohio River. 

In addition, we pointed out during the hearing in October that failure of the 
old operating mechanisms could occur which would put the locks out of service 
and result in serious interruptions to traffic. We have also found that extensive 
cracking has taken place in the river wall of lock No. 2. The necessity of providing 
for increased traffic, and the danger of structural and mechanical failure which 
increases every year, make early correction of these conditions essential. The 
bureau allowance permits continuing design of the new lock, and we hope that 
funds for construction will not be delayed beyond 1957. 

The above comments and the attached statement reflect the views of a majority 
of the Board of ee ‘tors but depart in some instances from those of the chairman 
who believes that the Tennessee Valley Authority, in order to meet its full obli- 
gation to the people of the United States, must prepare, as a power producer, to 

stand more fully by itself. and, as an administrator of government functions, to 
de velop on the one hafid an eagerness in the people of the region to accept greater 
responsibilities, and on the other a greater degree of coordination with other 
government agencies that they may gradually assume in this region the functions 
traditionally carried out by them in other parts. 

Taking the power question first: On the assumption that the Dixon-Yates 
plant will be built at West Memphis to be producing 600,000 kilowatts of electrical 
energy by the end of 1958, there will be an assured capacity in the TVA system of 
10,143,000 kilowatts at that time. Against this is a contemplated demand load 
of 10,600,000 kilowatts. Thus, for about 3 months at the end of 1958 and the 
beginning of 1959 there may be a deficiency, if additional units are not built for 
the Johnsonville, John Sevier, and Gallatin plants—and if nothing else is done—of 
about 450,000 kilowatts. 

On the other hand, if the Board of Directors of TVA and its staff will move 
promptly to devise a new system of self-financing—and if the Congress will act 
promptly to approve a request along that line—it should be possible to get the 
additions to existing steam plants started in time to have them producing power 
it the end of 1958 in amounts necessary to meet the demand. 

Failing that, there would still be the possibilitv of starting the additions with 
funds appropriated in fiscal year 1957 and getting upward of 330,000 kilowatts 
additional on the lines by the end of 1958. Since TVA is now purchasing about 
that same amount from AEC and private sources, it should be able to ride over 
the emergeney period. 

All of these conjectures rest upon a number of uncertainties. On the one hand, 

ie demand load of 10,600,000 kilowatts is an estimate that is considered generous 
ind may not be reached, in which case the system may provide adequate power 
with no additions at Johnsonville, John Sevier, and Gallatin. On the other hand, 
there may be an unexpected demand by AEC, or the MVGC plant might not be 
built, in either of which case it would be necessary to take prompt steps to meet 
he anticipated shortage. 

The Chairman admits that it would be convenient to have the additional power 
at the end of 1958 that can be generated by additional units at Johnsonville, and 
idditional power from John Sevier and Gallatin would put TVA on ‘‘easy strect”’ 
to the point that self-financing might not have to be considered for several years. 
He believes, however, that every effort should be made, beginning now, to avoid 

placigg additional burdens on the t taxpayers through appropriations, and he recom- 
mends therefore that action be deferred on appropriations for new starts at John- 
sonville, John Sevier, and Gallatin as proposed by the Bureau of the Budget, 
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until the situation can be carefully examined at a later date when more informa- 
tion may be available. 

As to reduction of appropriations for navigation operations from $272,000 to 
$31,000, the Chairman feels that this is very much in order. While TVA has 
according to law the responsibility for unified development of the Tennessee River 
and its tributaries, the development has now been largely accomplished. Insofar 
as navigation is concerned the Corps of Engineers is operating and maintaining 
both the locks and the channel. They are also keeping commercial statistics. 
In the opinion of the Chairman, the work done by TVA in connection with naviga- 
tion can be suspended for a year without harm to anyone, or picked up by cushion- 
ing within the engineering division, and meantime it can be determined what 
part if any can be delegated to another agency. It is believed that TVA’s legal 
responsibility can be properly discharged by seeing that necessary things are 
done—by whatever agency, and without duplication. Moreover, care should be 
taken to avoid doing things here that are not properly nor normally done else- 
where. 

These same comments apply in general to the $55,000 reduction in flood-contro! 
appropriation. This is not necessary or essential work, and it is not duplicated 
in other parts of the country. 

While not opposing the majority Board opinion on restoration of cuts against 
multipurpose reservoir operations, the Chairman does not believe that the pro- 
posed cuts would extend to vital functions. This same comment applies to cuts 
directed against the fertilizer and munitions program. 

The remaining cuts appealed by the majority of the Board relate primarily to 
administrative and general expenses and here the Chairman concurs with the 
Bureau that reductions can be properly made. The work of the Government 
Relations and Economics Staff is of such esoteric nature that it could properly be 
done by a management division as a side line to practical investigations designed 
to improve the efficiency of the entire TVA organization. Such a group should 
act as staff advisers to the Chairman of the Board, who in turn should have his 
responsibilities defined by law whereby he would become the executive head of the 
organization to dispatch details of business in accordance with broad general 
policies determined by the Board. This would parallel the method by which 
successful businesses are conducted. 

A separate letter proposing legislation along this line is being submitted. 

Cuts in personnel and technical information would follow normally from the 
recommended cuts in activities previously discussed, and could be sustained at 
least through the fiscal year. By fiscal year 1957, a better determination can be 
made as the result of detached and unbiased management studies conducted under 
the Chairman of the Board. 

The Chairman does not disagree with decentralization of operations in any 
organization. On the contrary he strongly favors decentralization as a general 
principle. He does feel, however, that top management cannot pass off its 
responsibilities to lower operating groups and rely on those groups to report upon 
their own efficiency of operations. Coordinated control is necessary at the top 
level to insure that policies are being carried out and that all operations are con- 
ducted with maximum efficiency. Moreover, every organization needs a directive 
head to take executive action as needed to see that Board policies are complied 
with. This should be the function of the Chairman as executive head. Working 
with the General Manager, he could then dispatch the multitudinous details now 
requiring combined action by the Board. 

Sincerely yours, 





Hersert D. VoceEt, 
Chairman of the Board. 


TENNESSEE VALLEY AUTHORITY—EFFECTS OF BUREAU OF THE BupGET ALLOW- 
ANCE LerrTer, Fiscat YEAR 1956 


POWER CAPACITY 


Capacity increases now under way are not sufficient 

The allowance letter notes that the capacity additions now scheduled for the 
TVA system will provide during the 5-year period from 1953 to 1958, an increase 
of more than 80 percent in the assured capacity for loads other than those of AEC. 
The letter goes on to say that in view of past experience this substantial increase 
would appear to make adequate provision for reasonable load growth. . 

We believe that it is not enough to look at the additional capacity that is being 
provided. It is necessary to consider what the total supply—old and new—will 
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be in relation to the load. However, we wish to point out that the general loads 
of the area—the residential commercial, and industrial loads—are estimated to 
increase 84 percent from 1953 to 1958 and that a review of past experience shows 
that the increase during the preceding 5 years was approximately 92 percent. 


Plans should not be based on recurring power shortages 


The 1953 capacity was far below the level required to carry the TVA loads or to 
operate the power system efficiently. It was necessary to import power from other 
systems, some of it at very high cost. It was necessary to operate the old and 
expensive plants on the TVA system. It was also necessary to curtail heavily the 
operations of industrial power consumers. All of these measures for meeting 
loads were expensive, both to TVA and its power customers. 

It would not be prudent to plan on importing large amounts of power in 1958. 
Power from surrounding systems cannot be considered a substitute for additional 
capacity on the TVA system. The capacity on other systems is dedicated to 
their own loads and only such surpluses as may be available from time to time can 
be exported. The economical plants of other systems are needed for their own 
loads and any surplus is from the older high-cost plants. No power system can 
funetion effectively in dependence upon the unpredictable availability from other 
systems of power which, when available at all, must come from generating sources 
that range from marginal to obsolete. The occasional use of high-cost power, 
and the occasional curtailment of some loads, are steps to be taken under ex- 
ceptional circumstances. Sound plans for the future cannot be based on the 
regular use of such devices. Sound rate structures should reflect occasional limited 
use of high-cost sources in emergencies but not their regular use. Some industrial 
power contracts can provide for limited curtailments, but very large amounts of 
power could not and have not been sold on the assumption of frequent unavail- 
ability of power. 

Prospective deficiency in 1957 

The estimated load for December 1957 is 9,800,000 kilowatts. The capacity 
now under construction by TVA, plus the capacity that it is hoped can be built 
by the Corps of Engineers on the Cumberland River and by the Aluminum 
Company of America on the Little Tennessee River, would provide an assured 
load-earrying capacity of 9,533,000 kilowatts. The indicated deficiency would 
be 267,000 kilowatts. 

It was to eliminate this deficiencv—ori¢inally estimated to be somewhat larger— 
and to provide at least some small margin that the Bureau of the Budget recom- 
mended the Dixon-Yates arrangements. As it develops, however, even if con- 
struction of the Dixon-Yates plant were to begin tomorrow, it would not be 
likely to provide any power for use in 1957. 

Experience indicates that the construction of the Dixon-Yates plant would 
require more than 3 years, especially considering that no compensation is pro- 
vided for overtime work and no penalties would be incurred for delays. The 
only guaranty is of 100,000 kilowatts of interim power which would not be 
delivered until January 1958, or later than that if the contracts do not become 
effective until after the end of this year. 


Johnsonville addition would begin to be effective in 1957 


One advantage of the four Johnsonville units as a minimum program to start 
during the coming session of Congress is that it is probable that one of them 
could be in operation before December 1957. 


Delay of a year would be unduly hazardous 

The allowance letter notes that additional generating capacity could be installed 
it existing plants in less than 3 years. This is generally true. However, if funds 
are not provided during the coming session of Congress, the time available for 
adding units will not be 3 vears. The practical result will be to delay the beginning 
of installation of new units until July 1956. Even assuming that a deficiency 
appropriation might be provided early in 1956—and our experience has been 
that both the Bureau of the Budget and the Congress are reluctant to consider 
deficiency appropriations—construction could start but little earlier. Therefore, 
capacity not started during the coming session of Congress would need to be 
installed in 2% vears or less to be effective during the latter part of 1958. The 
equipment manufacturers are in better position to build the new units now on 
a fast schedule; however, there is no assurance that this condition will prevail 
if the start is delayed a vear. The recent slackening of orders for new generators 
and turbines is now being reversed, and as new orders come in, delivery promises 
will tend to be extended, 
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In addition to the question of the practicability of construction of new capacity 
on shorter than normal schedule, there is the further consideration of the extra 
costs of construction if it should prove necessary to use abnormal overtime and 
other costly means of expediting construction. 

We have reviewed our experience with all the units on which construction began 
during the last 4 years and which are now completed or close to completion. 
The averave construction time for the units involved in the new steam plant starts 
is 37 months. The average time for adding units to existing steam plants is 32 
months. All these units were being installed under rush schedules with the assist- 
ance of AEKC-sponsored priority ratings. 

In summary, the likelihood of any substantial change in the present prospects 
of heavy power deficiencies in 1958 is very remote and the risks and costs of any 
delay would be great. 


No provision ts being made to supply additional power AEC could use with existing 
facilities 

In litht of the rejection of the larger prozram that we requested, we do not ask 
that enou~h capacity be started now to provide a margin above the anticipated 
loads in 1958, but we would be remiss if we did not mention again that our load 
estimates do not provide for operation of the AEC projects at a level in excess of 
their design capacity. By operation at “‘extended load,”’ those facilities will be 
able at any time to use some 500,000 kilowatts more power than the amounts 
assumed in our load forecasts. At the present time, the AEC facilities that have 
been completed are operating at higher than design capacity, and we have no 
reason for assuming that they may not do so in the future. 

The Atomic Enerzy Commission is today using larre amounts of power which 
can be supplied only at much hicher prices than would be the case if we were able 
to maintain a reasonable margin of generating capacity over projected loads, 
The additional power generating units would be fully paid for from the savings 
such units would permit. Although at any given time the tishtness of power 
supply and consequent high costs to AEC for interim and supplemental power 
have appeared to be due at least in part to emergency factors, as a practical 
matter this situation has become chronic. It is true that the present loads of 
AEC are greater than anyone knew 3 years ago that they would be. We have 
urged annually, however, that some margin of generating capactiy be provided 
to help keep situations like the present one from developing. We consider it 
equally desirable to provide such margins for 1957 and 1958. Furthermore, it 
should be recotnized that we will then face not only the possibility of loads now 
unforeseen, but the prospect of extended operation by AEC of power-using 
equipment which is now in existence. 

AEC has not been prepared to contract for power in future vears for its extended 
loads. Other power users in this area will be contracting from time to time to buy 
the available power. If it then develops in 1957 or 1958 that AEC wants to 
operate at extended load, the cost to the Government of the necessary power will 
be very much higher than if some margin of capacity were being provided. 


APPROPRIATION FINANCED PROGRAM EXPENSES AND ADMINISTRATIVE AND GENERAL 
EXPENSES 
Navigation operations 

The TVA budget program for 1956 as presented to the Bureau included an esti- 
mate of $272,000 for navigation operations, one of the principal responsibilities 
delegated to the Board of Directors by the TVA Act. This estimate provided for 
engineering and research for the development of river transportation, the opera- 
tion of public-use river terminals, and the cost of power required for lock opera- 
tions. The Bureau indicated that the reduction here might be accomplished by 
eliminating the $241,000 estimated for work on development or river transpor- 
tation. This would leave only $31,000 and would result in the virtual elimination 
of a statutory program. 

The TVA Act provides for the unified development of the Tennessee River and 
the other resources of the Tennessee Valley region. Navigation operations are 
an essential part of the unified program. Construction of the navigable channel 
of the Tennessee River has been completed for present traffic but this does not 
conclude TYVA’s navigation responsibilities nor render navigation operations 
unnecessary. The channel and navigation facilities must be constantly improved 
to meet the needs of expanding commerce; markers on secondary channels and 
maps of the mainstream reservoirs must be maintained; capital improvements 
must be planned as needed; structures proposed by private industry across or 
along the river must be reviewed in accordance with the requirements of section 
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26a of the TVA Act; the day-to-day needs of navigation must receive considera- 
tion in the regulation of streamflow; and the optimum use of the navigation channel 
must be made possible through engineering and economic studies and analyses 
of those factors which affect the contribution of this waterway to the economic 
vitality of the region and the Nation. These functions can only be earried out 
effectively as part of TVA’s overall operations and it is therefore necessary that 
(VA maintain a small staff of experts in the field of navigation. 

The navigation investment in the Tennessee River of approximately $155 million 
was authorized by the Congress for the purpose of strengthening the national 
economy by providing a modern waterway connecting the Tennessee Valley with 
he other great regions of this country. This investment will serve the function 
for which it was authorized only if it is used, but it is a new resource which will be 
sed only as the people learn of the opportunities which it provides. The small 
(VA staff performs an essential function in identifying these opportunities and 
furnishing to prospective shippers the information necessary to take advantage of 
them. Direct outgrowths of this work are new industries such as the grain 
elevators which are springing up at the Tennessee River ports and which afford 
new economic opportunities to the grain producers of the Midwest by providing a 
new and expanding market for their surplus grain. 

The cost of this program is small but the benefits to the national economy are 
large. TVA’s navigation operations must be continued if these benefits are to 
continue and expand. 


Flood-control operations 


The Bureau’s indicated allowance of $166,000 for flood-control operations is 
455,000 below the TVA estimate of $221,000. This reduction will have a serious 
effect on work on local flood-control problems. 

In line with the national trend of reducing Federal expenditures for local 
projects which more appropriately should be financed at the State or local level, 
(VA is advancing a new approach in dealing with local flood-control problems. 
(he purpose of this program is to generate greater awareness and sense of responsi- 
bility on the part of the States and local communities in solving their flood prob- 
lems with their own resources. Every community which suffers from floods can 
take action to reduce or prevent encroachments in flood-hazard zones, thus re- 
ducing damage, and in many cases construction of protective works is within the 
financial capability of the communities involved. The ultimate goal is both to 
reduce flood damages, and to accomplish this result in such a way as to relieve the 
financial burden of the Federal Government for the construction of flood protec- 
tive works. The method employed is to provide for local communities, as they 
request it, information as to flood heights which may be expected, together with a 
minimum of technical assistance, so that their engineers, assisted by appropriat« 
organizations of the State, may prepare their own plans for such flood protection 
vorks as may be justified. The reduction proposed by the Bureau will retard the 
execution of this important and timely program. 


\Vultipurpose reservoir operations 


The budget submission for 1956 ineluded an estimate of $3,927,000 for multi- 
purpose reservoir operations, of which $2,211,000 was to be financed from appro- 
priations and $1,716,000 from corporate funds. In this program individual 
perating activities are not financed wholly from appropriations or corporate 
funds; rather the allocation to the two funds corresponds with the distribution of 
(otal multipurpose reservoir operating expenses to the primary programs. Since 
10) percent of the total (the portion charged to power) is financed from corporate 
unds, a reduction of $211,000 in the appropriation estimate, as indicated by the 
Bureau, could only be accomplished by a total reduction of $352,000 in the 
program estimate. = 

When the budget program was submitted in September, the TVA Board 
lieved and it still believes that the program estimate of $3,927,000 for 1956 is 
the minimum estimate possible to permit TVA to fulfill its statutory obligations 
ind responsibilities to the public in keeping with reasonable standards. For 
example, the estimate for maintenance of $264,000 was based on assuming a risk 
that no situations would develop which would require substantial maintenance 
ictivities. The frugality of this estimate is demonstrated by its relation to the 

ivestment of more than $260 million in plant to be maintained. . 

As shown on page 41 of the 1956 budget program, the annual costs of this 
program, adjusted for increases in salaries, wages, and prices of commodities and 
services, have declined significantly since 1947 despite the addition of three new 

ew dams to the system. The original 1956 estimate, adjusted for increased prices, 
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for 19 dams and reservoirs is only 63 percent of the adjusted actual cost for 16 
dams and reservoirs in 1947. The 1956 estimate without any price adjustment is 
$3,927,000 for 19 projects, compared to actual expenditures of $4,010,000 in 
1947 for 16 projects. 

The results of such a forced reduction could only be a serious loss of efficiency 
in management and inability to fulfill all of its statutory obligations and respon- 
sibilities to the public. 

A review of the projected 1956 program shows that a reduction of $352,000 in 
the estimate would have at least the following adverse consequences: 

1. Reduction of stream gaging work upon which the full effectiveness of the 
reservoirs for navigation, flood control, and power depends. 

2. Curtailment of scheduled operating studies precluding potential improve- 
ments in operating methods which might otherwise be possible. 

3. A reduction of plant protection services about 15 percent below the minimum 
limit considered desirable in security plans reviewed by the Department of 
Defense. 

4. Retardation of the program of disposal of surplus lands by sale and elimina- 
tion of activities relating to transfer of lands to State and local agencies for general 
public use and licensing and leasing of lands for recreation or other uses, forcing 
management direction contrary to stated national policy. 

5. Elimination of all research and development work in the field of malaria 
control, including studies on resistance of malaria-carrying mosquitoes to DDT, 
development. of more efficient larvicidal techniques and new insecticides, and 
improvement. of vegetation control measures. This would seriously limit oppor- 
tunities for a continuation of reductions in annual malaria control costs. 

6. Elimination of all cooperative work with State, municipal, and industrial 
organizations in stream pollution control work, thus inhibiting the possibilities 
for cleaning up the waters in the Tennessee River and its tributaries. 

7. Reductions in the frequency of scheduled technical inspections of safety and 
other conditions at dams and reservoir structures to determine maintenance 
requirements. This would increase risks of small defects developing into large 
maintenance problems because they might not be discovered soon enough. 


Fertilizer and munitions development 

The TVA request of $2,374,000 for fertilizer and munitions development ap- 
parently was reduced by $224,000, affecting research on fertilizer products and 
processes, basie agronomic research, and farm test-demonstrations, 

The continued success of TVA’s fertilizer and munitions development program 
depends on basic chemical research and process development. In order to provide 
more funds for basic agronomic research, TVA reduced its estimate for products 
and process research in 1956. A further reduction would mean the termination 
of some essential research now under way and the deferral of some new research 
projects. 

The 1956 estimate for basic agronomic research provides for a different kind of 
research program than that of the past. Formerly, basic agronomic research 
related to high-analysis, single-nutrient fertilizers. Future research will involve 
the evaluation of chemical compounds as sources of more than one basic nutrient, 
a more complex kind of investigation. More attention is to be given to compli- 
cated problems of plant, soil, water, and plant-food relationships, which in turn 
involve such problem factors as water solubility, particle size, nutrient availability, 
and methods of application of plant foods. TVA feels that the research planned 
for 1956 will produce better, more uniform, and more timely research results than 
past results. It feels this so strongly that it has reduced the estimate for research 
on fertilizer products and processes below the 1955 level in order to provide more 
funds for agronomic research without increasing the program total significantly. 
Under the Bureau allowance it will be impossible to initiate this modified research 
program at an effective level, and questions of vital concern to the whole fertilizer 
grogram cannot have adequate and timely answers. 

The Bureau allowance would substantially provide the same funds as were 
actually expended during 1954 and would drastically affect the program. In 
the case of farm test-demonstration of fertilizer, it would be misleading to con- 
sider 1954 as a base period. Farm test-demonstration involves the testing and 
demonstration of new and improved fertilizer on operating farms under a partial 
payment plan. In 1954 a severe drought curtailed fertilizer use. Farmers took 
much less fertilizer than had been anticipated, resulting in a net reduction in 
TVA expenditures for this purpose of about $165,000 below the estimate. The 
1956 estimate assumes, as it must, normal weather conditions. A different 
fertilizer—calcium metaphosphate—has replaced fused tricalcium phosphate, the 
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experimental production of the latter having been concluded. This new fertilizer 
because of its high concentration, costs more to produce than fused tricalcium 
phosphate. This increased cost is reflected in the 1956 estimate. The expenses 
of the State extension services for supervision of the farm test-de aaentniins 
work are partly paid for by TVA under contracts. Generally increased costs have 
been experienced by the institutions, and the 1956 estimate recognizes this effect 
on TVA payments. 

For the reasons cited above, a return to the unrealistic 1954 expenditure level 
would have a serious effect on farm test-demonstration activities. To operate 
under the Bureau allowance would require a sharp reduction in the amount of 
fertilizer distributed. Fewer farmers could participate, in spite of a growing 
interest in this educational program in the new fertilizer-using areas of the Mid- 
west, the Great Plains, and the Rocky Mountain area. Both program super- 
vision and program evaluation would suffer. 

The fertilizer development program is of national importance to farmers and 
the fertilizer industry. The Board urges that it be maintained at a fully effective 
level. 

Administrative and general expenses 

The 1956 estimate for administrative and general expenses was $4,431,000; 
the Bureau allowance is $4,142,000, a reduction of $289,000. We understand 
from the Bureau staff that this reduction might be accomplished by reducing our 
estimates for the Government relations and economics staff by $40,000, the 
Division of Personnel by $81,000, and the Information Office by $73,000, and by 
reducing other administrative expenses by an additional $95,000. This reduc- 
tion will so severely restrict the level of administrative services that the quality 
of performance throughout the organization will be adversely affected. In the 
interest of overall efficiency and economy, TVA provides management services 
common to all projects and programs on a centralized basis. Unless these 
services can be supplied promptly and competently, construction schedules ar 
disrupted and program accomplishments impaired. The reduced allowance will 
create serious deficiencies in professional assistance to principal management 
officers and in essential services to operating divisions 

The most serious results of the reduced figure will occur in staff studies and 
ertain technical services. At the present time there is urgent need { r TVA 

nalyses of current regional conditions and trends in order to identify re regional 
proble ms. Only by such staff studies can the Board of Directors be properly 

idvised and assisted in program planning for integrated dev« lopment of regional 
resources. TVA is now placing increased e mphasis on the extension and stre! gth- 
ning of working relationships with State and local agencies. It is trying to stimu- 
late more effective Federal-State-local partnerships to solve local problems 
Without staff to develop working arrangements for these ate the | efforts, 
progress will be greatly handicapped and the benefits of work in the past few 
ears cannot be fully realized. The Government Rel: oe and Economies Staff 
onducts both the research and liaison functions; to reduce its funds by $40,000 
would greatly weaken its effectiveness as a staff aid. 

About $91,000 of the $248,000 estimate for the Information Office 
yperation of the technical library; $30,000 is for scheduling of foreign an 
ig. the remainder is for handling inquiries from the press and the 
public, preparation of the annual report as required by law, | 
ther TVA divisions on reporting and information matters. I 
$73,000 for these functions would cripple all of them. T he technical library 
iol only as a reference libr: ary but also re ides research services to technical 
members and to central management offices; at the reduced level the research 
ervices will have to be eliminated. The services of libr rary experts greatly increase 
ts efficiency and reduce costs of library research. Wi hout such help the tech ical 
taff would be greatly handicapped and information required by them in their 
work would need to be secured by uneconomic al metho is The ad\ antages of ia 
trained, central service will be sacrificed to a more time- ( 
inethod. Over 3,000 persons a year seek arrangeme! 

Iirposes. About half of these are foreign visitors: for the maj jorit 
Department of State, the a Operations Administration, 
gencies request TVA to arrange schedules. _ iced funds will cen 
ject many of these requests or ae e them only cursory att ention. 


- . . 
iandle the remaining functions of the Informat ion Office. This 
taff to give adequate attention to communications within an organi 
S1Ze and make a reasonable re sponse LO the req lests of the press ana 


public for information. 
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The other reductions in the allowed amount for administrative and general 
expenses must be applied to the management services divisions. In this connec- 
tion, it must be recognized that costs of providing personnel, fiscal, medical, 
safety, and other management services do not vary in direct proportion to the 
size and scope of the total program. When the program activities are expanding, 
increases in administrative and general expenses are less than proportionate; 
similarly, in a period of declining program expenditures it is not possible to make 
proportionate reductions in administrative and general expenses. The amount 
allowed will deprive the Division of Personnel of sufficient staff to provide the 
particular personnel services required when onsite constructiou work is declining 
and to proceed efficiently with the recruiting, investigation, and training of new 
employees to operate the power generating units as they are completed. Effective 
personnel assistance is essential if construction work is to be kept on schedule; 
TVA’s remarkable record of economy and efficiency in construction reflects the 
accomplishments of the Division of Personnel, both in recruitment and personne! 
relations. The Division of Finance will have to make curtailments which would 
reduce the value of fiscal services as an essential management tool. The high 
cost of service-connected injuries in terms of both employee compensation and loss 
of productive work time demands that a reasonable level of medical and safety 
services be provided. Considering that well over half of TVA employees are 
engaged in hazardous work, arbitrary limitations on these services will clearly 
increase total cost and impair efficiency. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington 25, D. C., December 1, 1954. 
Hon. Hersert D. VoGceEt, 
Chairman, Board of Directors, Tennessee Valley Authority, 
Knoxville, Tenn. 


My Dear GENERAL VOGEL: Your budget estimates for the fiscal year 1956 
and the information presented by your representatives from the Tennessee 
Valley Authority have been given careful analysis. The President has approved 
the inclusion in the budget of the following recommendation for your agency’s 
appropriation: 

Payment to Tennessee Valley Authority fund, $27,450,000. 

On the basis of the information furnished us, and after taking into account 
the arrangements between the Atomic Energy Commission and the Mississippi 
Valley Generating Co., the generation now scheduled for the TVA system will 
provide, during the 5-year period from 1953 to 1958, an increase of more than 
80 percent in the assured capacity for loads other than those of the Atomic 
Energy Commission. In view of past experience this substantial increase would 
appear to make adequate provision for reasonable load growth. This increased 
capacity would be augmented by whatever power TVA can continue to purchase 
in the future from outside sources. Moreover, additional generating capacity at 
existing plants could, according to the information presented to us, be installed 
in a period of less than 3 years. Therefore, in the light of the overall budgetary 
problems confronting the administration, the 1956 budget will make no provision 
for starting construction of additional power generating units. In the event 
that conditions change during the next year warranting reconsideration of this 
decision, appropriate budgetary action will be taken. 

The recommendation includes $400,000 for resource development activities. 
Tie budget contemplates that additional funds in the amount of $600,000 will 
be applied to these activities from proceeds of operations of the Tennessee Valle) 
Authority. 

Our advice on the draft legislation submitted by you with respect to charging 
interest on the power investment of the Tennessee Valley Authority is being made 
the subject of a separate letter. 

Members of the Bureau of the Budget staff will communicate with your budget 
officer concerning the appropriation text, the narrative statement, and other 
details relating to the above amount. Please have your budget officer revise the 
details for 1956 in the schedules of obligations to agree with the approved esti- 
mates. In addition, obligations or other transactions reported for 1955 should 
be revised, if necessary, to reflect significant changes in your financial plans. It 
will not be necessary to prepare new green sheets or narrative statements unless 
it is impracticable to make revisions on the original presentation. The revised 
schedules should be returned not later than December 3, 1954. 
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The recommendations of the President, the estimates submitted, and any other 
information used in the formulation of these recommendations are to be kept con- 
fidential until the budget message is presented to Congress, except that in those 
cases where the Bureau of the Budget releases estimates to the committee on ap- 
propriations prior to that time, the estimates may be discussed with members and 
staff of those committees. In such cases you will be advised before the estimates 
are released. 

Sincerely yours, 
(Signed) RowLanp Huaues, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington 25, D. C., December 11, 1954. 
Iion. Hersert D. VoGeE., 
Chairman, Board of Directors, 
Tennessee Valley Authority, Knoxville, Tenn. 


My Dear GENERAL VOGEL: As a result of the information presented in your 
letter of December 6, 1954, the budget determination previously conveyed to you 
in my letter of December 1, 1954, has been revised as follows: 


Payment to Tennessee Valley Authority fund: 
Amount previously approved Se $27, 450, 000 
Revised amount .....-. 27, 550, 000 


lu accordance with your request, the amount of $100,000 is being provided for 
a management staff responsible to the Chairman but does not contemplate the 
legislation referred to on page 6 of your letter. 

The Bureau of the Budget has given very careful consideration to the statements 
concerning the power generating needs made by the majority of the Board and 
by the Chairman in your letter of December 6, 1954. We note that the Board 
“is giving immediate and serious attention to the possibilities of financing further 
expansion of the TVA power system by means other than appropriations.’”’ We 
also realize as you stated in your earlier letter of November 10 that “the problem 
of finding alternative means of financing new steam plants in the Tennessee 
Valley area is very large and complex.” We feel, however, that some positive 
action by the Board is desirable at as early a date as possible. We agree as stated 
in the bottom of page 4 of your letter of December 6 “if the Board of Directors 
and staff will move promptly to devise a system of new financing—and if the 
Congress will act promptly to approve a request along that line—it should be 
possible to get the additions to existing steam plants started in time for them to 
produce power at the end of 1958 in the amounts necessary to meet the demand.”’ 
We therefore, suggest that immediate attention be given to this problem with 
the objective of working out a satisfactory system of self-financing in time for 
consideration of legislation at the next session of the Congress. If Congress 
does not act in time to allow the necessary starts to be made for your 1958 needs, 
we will reconsider the entire matter in the light of the then prevailing situation. 

Members of the Bureau of the Budget staff will communicate with your budget 
officer concerning details of the revised amount approved. 

Your cooperation in speedy revision of details in order to expedite printing will 
be appreciated, 

Sincerely yours, 
(Signed) Rotanp Huaues, Director. 





DEcEMBER 15, 1954. 
Hon. RowLanp HvuGHEs, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington, D. C. 

Dear Mr. HuGues: We are submitting herewith the TVA budget document 
for fiscal year 1956 which has been revised in accordance with your letters of 
December 1 and 11, 1954. The December 11 letter denies all of the items appealed 
by the TVA Board, but allows an additional $100,000 at the request of the Chair- 
man of the TVA Board to provide for a management staff responsible to him. 
We note your statement that this allowance is in lieu of legislation requested 
by the Chairman which would make him executive head of the agency with 
responsibility for dispatching the work of the agency. 

My colleagues have asked me to point out that the item for a management 
staff responsible to the Chairman was not included either in the original TVA 
submission or in the Bureau of the Budget’s December 1 allowance letter, and 
they therefore wish to take this occasion to state their views thereon. In their 
judgment a separate management staff responsibile to the Chairman would not be 
in the interest of TVA. They believe it would interfere with the effective function- 
ing of the Board in the management of the corporation, and recommend that this 
item be deleted from the TVA budget. 

In this I hold the opinion as aforestated that a management staff is necessary 
in a complicated organization of the size represented by TVA, in order that the 
efficiency of its operating procedures may be continually examined at executive 
level and that all functions may be thoroughly coordinated. 

Sincerely yours, 
Hersert D. Vocet, 
Chairman of the Board. 


EXEcuTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., December 20, 1954. 


Hon. Hersertr D. VoGEL, 
Chairman of the Board of Directors, 
Tennessee Valley Authority, Knoxville, Tenn. 

My Dear GENERAL VOGEL: Your letter of December 15, 1954, sets forth the 
views of your colleagues on the Board of Directors recommending the deletion of 
funds from the Tennessee Valley Authority budget for the establishment of an 
executive level management staff responsible to the Chairman and reiterates your 
view that staff assistance for the Chairman, along the lines discussed in your 
budget appeal letter on December 6, 1954, is both necessary and desirable. 

In view of the difference of opinion within the Board, it has been decided that 
in place of identifying $100,000 for a management staff in the budget this amount 
will be shown as a one line contingeney item in the schedule for administrative 
and general expenses. This is being done with the understanding that in the event 
agreement is not reached by members of the Board with respect to a management 
staff prior to the time the hearings are held by the Congress on the 1956 budget, 
you would be free to present your recommendations regarding the need for such 
a staff to the Appropriations Committees. 

Sincerely yours, 
ROWLAND HuaGuess, Director. 





TENNESSEE VALLEY AUTHORITY 


Budget program for fis al year 1955 


. Chan 
Submitted to 2. | 
eetaiee ba made by IVA: 
“hey Bureau of original 
the Budget the Budget budg 
submis 


Appropriation estimate: 

Fulton steam plant—2 units (450,000-kilo- 

watt capacity ..| $30,000,000 | —$30, 000, 000 
John Sevier steam plant unit 4 (180,000-kilo- 

watt capacity) . ci 11, 000,000 | —11, 000, 000 
Johnsonville steam plant units 7-10 (540,000- 

kilowatt capacity 31, 000,000 | —31, 000, 000 
Gallatin steam plant unit 3 (225,000-kilo- 

watt capacity) -.- ;, , 000 — 13, 000, 000 
Transmission system facilities as : , 000 —1, 844, 000 
New lock at Wilson Dam: 

Planning and design. -- hbatne tals 378, 000 — 281, 000 
Construction 3, , 000 —3, 404, 000 

Additions and improvements at comp leted 

projects. - ? 3 4 3, 000 — 106, 000 
Investigations for future projects. 56, 000 —31, 000 
Chemical facilities ___- ; 1 1, 500, 000 —50,000 | 2 —$668, 000 
General service facilities 50, 000 327, 000 
Navigation operations as 284, 000 — 12, 000 
Flood control operations 39, 000 — 15, 000 
Fertilizer and munitions development 12,311,000 |. 
Resource development_- , 310, 000 —710, 000 600, 000 
Administrative and general expenses _-_- 2, 115, 000 — 130, 000 1, 985, 000 
IRROT GEV NOR oo ei cee oc ccc ccucss os 22, 047, 000 2 122, 047, 000 


Total appropriation request Se -| 234,321, —91, 910, 000 


Corporate financed obligations: 
rransmission system facilities 26, 584, 000 , 584, 000 5 000, 000 
Power operations | 104, 651, 000 yr 108. 030, 000 
Fertilizer and munitions development-.- 16, 747, 000 000 , 743, 000 
Resource development | 17, 000 583, 000 | 600. 000 
Administrative and general expenses . 2, 163, 000 000 | 167. 000 
Other activities 13, 708, 000 13. 708. 000 


)tal corporate financed obligations ‘ 163, 870. 000 — 1,001. 000 3. 379, 000 }, 248, 000 


nentsto U. Treasury: 
Five Gamer peisante 50, 000, 000 
From nonpower proceeds 5, 172, 000 


er 49 


rotal payments to U. S. Treasury 55, 172, 
Marked preliminary in original submission to the Bure 
i m mae be TVA between original submissior 
Revision made by TV A between date of original] subr 
)f printing of the President’s budget in order to reflect 1 
1d nature of loads, sources of energy supply, and costs of } 
yperating experience. 


TENNE SSEE 
K nNOLrvi 
Hon. Joseru M. Dopaeg, 
Director, Bureau of the Budaet 
Exe culive O fice of the Preside nt, Wash ington 25, dD he 

Dear Mr. DopGe: We submit herewith TVA’s budget program for the fiscal 
ear 1955. This letter presents a summary and highlights of our proposed 1955 
program. In the brief time available since the enactment of the 1954 Appropria- 
ion Act, we have made many adjustments in program as required. We have 
tried to reflect and project these adjustments in the 1955 proposed program. 
We believe the program is full in accord with th idget policies described in 
vour le tter of July 10, 1¢ 953. 

The 1955 budget calls for expenditures of $534,923,000—c: 
$337,447,000 to be used for the acquisitio n of capital assets; $134,231,000 for 
perating expenses; $8,073,000 for increasing working capital; and $55, din 000 
for the retirement of bonds and repayments to the United States Trea 
accord with section 26 of the TVA Act. The $534,923,000 would be d 
follows: Ap propriation request of $234,321,000 to cover new obligatior 
provi ided by operations of $221,988,000; and a decrease i i 
cash of § 78.614.000. Net income from power operat 


msisting of 
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million, representing a 4-percent return on the average net investment in power 
facilities as of 1955. Power repayments of $50 million in 1955 will bring the total 
repayment to $127.5 million or about 45 percent ahead of the 40-year schedule 
required by law. 

THE APPROPRIATION FUND BUDGET 

The new appropriation of $234,321,000 would be used as follows: Acquisition 
of assets, $227,720,000; and operating expenses, $6,601,000. 

An estimated $218,572,000 is required for construction of power generating and 
transmission facilities necessary to meet the power needs of this region. Of this 
amount, $119,728,000 is for continuing work on the 21 steam and 3 hydro generat- 
ing units under construction. The program now underway—without the 
important Fulton site capacity eliminated from the program last spring in the 
Bureau’s review—will provide a system capacity at the end of 1956 of only 
9,446,000 kilowatts, whereas presently estimated system demands at that time 
are 9,550,000 kilowatts. 

The deficiency we face in 1956 cannot be averted by our 1955 program proposals 
but we can limit the deficiency to 1956. We have carefully reviewed the load 
estimates for 1956. We have also carefully considered the data and conclusions 
on future power requirements in this area included in the House committee’s 
report on our 1954 appropriation and in your letter of July 9, 1953, to Senator 
Leverett Saltonstall (Congressional Record, July 10, 1953). We have found no 
basis for revising our 1956 load estimates to bring them closer to the forecasts 
made by others last spring. 

The 1955 program, therefore, includes $85 million for beginning construction 
of 8 steam-generating units having a total rated capacity of 1,395,000 kilowatts. 
No new hydro projects are proposed for 1955 because equivalent steam capacity 
can be installed for a substantially smaller capital outlay. These additions would 
bring the total system capacity at the end of 1957 to 10,951,000 kilowatts, which 
is necessary to meet the presently estimated demands at that time of 10,440,000 
kilowatts and to restore @ minimum margin of 5.3 percent for unforeseeable 
developments affecting power requirements. The basis for TVA’s load estimates 
and the reasons for a margin of generating capacity are described in our justifica- 
tion materials. Our estimate of power requirements assumes no new large Federal 
defense projects, no expansion of the national defense program, no change up or 
down in the size or the scheduling of construction of the atomic energy plant 
expansion. Upward adjustment in these categories could wipe out the margin 
proposed. 

Included in the new starts is the beginning of two units at the Fulton site, near 
Memphis. Demands in southwest Tennessee, including the large load at Mem- 
phis, are being supplied from remote plants over long transmission lines, whose 
capacity will soon be exceeded. Substitution of additional units at other locations 
to avoid opening the new Fulton site would produce considerably less efficient and 
economical arrangements. Other units in the new program are: John Sevier unit 
4, Gallatin unit 3, and Johnsonville units 7—10. 

The construction program includes only one new major item for programs other 
than power. A year ago, funds were requested for beginning construction of a 
a new navigation lock at Wilson Dam to replace three outmoded and substandard- 
size locks. Funds were only provided, however, for continuing during the current 
year the design work on this project started in 1952. The TVA system of dams 
on the Tennessee River has created a 650-mile navigation channel from Paducah, 
Ky., to Knoxville, Tenn.; some $156 million has been invested to make the river 
navigable. Unless a new large lock is provided soon, the already congested 
locking at Wilson Dam will place a rigid ceiling on further development of traffic 
on the Tennessee River. Continued dependence on the old lock precludes 
realization of the full value of the public investment already made. 

The requirements of $6,601,000 for operating expenses are fully described in our 
justification document. The 1954 appropriation act, approved July 27, 1953, 
reduced the funds available to TVA for resource development to about half the 
amount available in 1953. Because of the critical changes resulting from this 
action we have undertaken a complete review and restudy of this program. A 
statement concerning this review is included in the justification materials indicat- 
ing the measures we are taking to secure an accelerated rate in the development of 
more State and local responsibility and financing in this field. 

Our budget program reflects again our conviction that State and local govern- 
ments should be encouraged to assume primary responsibility for urban and rural 
flood and other water control problems of a purely local character, including 
problems of watershed treatment and development. 'TVA’s major role in water- 
shed development is primarily one of research, demonstration, and technical 
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assistance—directed toward helping State and local organizations prepare them- 
selves to assume these responsibilities. We recognize that progress in this direc- 
tion may be slow and expenditures will be made only as fully justified by local 
initiative. 

We have recommended appropriation language for 1955 which would eliminate 
the limitation on travel expenses contained in our 1954 language. While the 
amount of the limitation during the current year has caused no serious difficulties, 
a similar limitation in a restricted amount could cause very serious interruptions 
to essential work as well as increase the cost of our operations. We are con- 
vinced that such limitations, as applied to TVA, do not save money but, in the 
long run, result in a waste of money by pushing us to choose more expensive ways 
of getting necessary work done in order to avoid expenses for travel. 


THE CORPORATE FUND BUDGET 


Expenditures from corporate funds are estimated at $163,870,000. consisting 
of $28,167,000 for capital additions, $127,630,000 for expenses of operating pro- 
grams and reimbursable services for other agencies, and $8,073,000 for inventories. 
Payments to the United States Treasury and retirement of bonds totaling 
$55,172,000 are also budgeted for 1955. Corporate income is estimated to be 
$221,.988.000, of which $194,709 ,000 is from power oper: ations. 

The net income from power operations after depreciation but before interest 
charges on bonds is estimated at $54.3 million in 1955, compared with the 1954 
estimate of $33.3 million and actual of $19.3 million in 1953. The estimates re- 
flect a return on average net investment of about 4 percent for 1955, about the 
average experience over the 20 years of TVA’s operations. 

The estimated repayments from power proceeds for 1955 of $50 million repre- 
sent the > largest annual repayment yet made by TVA. Such payments already 

ade together with payments budgeted for 1954 and 1955 will total $127,500,000. 
This deus ‘e will exceed by sol {5 percent the payments which would have been 
made on the basis of amare g each vear one-fortieth of the plant investment at 
the end of the previous year. The 1948 Appropriaticn Act requires that TVA’s 
power investment be repaid within 40 years after the vear in which facilities are 
placed in operation. 

We are currently making a major review of our fertilizer and munitions develop- 
ment program w hich we expect to complete very early in October. For this 
reason the estimates for this program included in the overall financial statements 
are tentative and no justification materials are being submitted at this time 
The estimates affected are those for chemical facilities under appropriated funds 
and operating expenses of the program for both appropriated and corporate funds. 
This matter has been discussed with your staff by our Budget Officer. 

Very truly yours, 
Gorpon R. Crapp, 
Chairman of the Board. 


TENNESSEE VALLEY AUTHORITY, 
Knozville, Tenn., October 14, 1953. 
Hon. JosepH M. Dopag, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington 25, D. C. 

Dear Mr. Dopcr: When we submitted our 1955 budget program to you on 
September 18 we indicated that a major review was being made of our fertilizer 
and munitions development program. For this reason the estimates submitted 
at that time for the fertilizer and munitions program were tentative and no 
justification materials were included. 

The few weeks’ additional time has afforded us an opportunity to complete a 
thorough review of our 1955 capital requirements for chemical facilities. As a 
result, and taking into account conversations with your staff, we are revising our 
proposals to eliminate requesting funds in 1955 to begin construction on nev 
experimental fertilizer production facilities. We believe our decision is justif ied 
because certain industrial and cooperative fertilizer producers are becom 
interested in constructing facilities for the fe rtilizer processes which TVA 
considered carrying into full-scale plants to realize production of improved an nd 
more economical fertilizers. TVA plans to continue, through technical ric 
and assistance to these producers, to help materially in securing for the 
of the Nation the early benefits of deen processes without requiring Federal 
capital investment. If this approach is unsuccessful in this instance, TVA may 
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wish to propose later the construction of experimental production facilities it has 
now eliminated from its budget proposals. 

We are enclosing summary justification materials for the two budget categories 
involved in the program review. These are: 





| 
Preliminary 














estimate Revised 
submitted | estimate 
Sept. 18, 1953 | 
" amie silachaaseel a 
Acquisition of assets: Chemical facilities ‘ nk cieaingdnnniee $1, 500, 000 | $832, 000 
Operating expenses: Fertilizer and munitions research development. - - 2, 368, 000 


2, 311, 000 | 


The revised estimates shown in the foregoing are $611,000 below those initially 
submitted—chemical facilities being reduced by $668,000 offset by a small] in- 
crease in the estimate for program expenses. Our examiner, Mr. Donnelly, has 
indicated that he would reduce our original budget request by the amount of 


these adjustments. 


Please let us know if you wish any additional information on this matter. 


Very truly yours, 


Gorpon R. Crapp, 
Chairman of the Board. 


TENNESSEE VALLEY AUTHORITY 


ScHEeDuLE B-3.—Fertilizer and munitions development (for fiscal years ending 


June 80, 1958, 1954, and 15 


Income: 
Sales of fertilizer: 
Federal agencies 
Cooperatives and other distributors-- 


Total sales of fertilizer 
Income from partial-payment plan-- 
Sales of byproducts and other income 


Total income__-.. 


Expenses: 
Research on products and processes (appropriated funds) 
Basic agronomic research (appropriated funds) -- 
Production and distribution (corporate funds): 
Cost of products including depreciation 
Othes expenses...- 


Gross cost of production and distribution 


Less products transferred: 
Transferred to farm test demonstrations below -- 
Transferred to other TVA programs aks 
Less depreciation included above e 


Total direct cost of production and distribution 


Farm test demonstrations: 
Planning and supervision (appropriated funds) 
Fertilizer used: 
Appropriated funds 
Corporate funds -- 


Total farm test demonstrations eck 


Total direct expense: 
4 ppropriated funds 
Corporate funds_ 


Total_. me : 

Distribution of administrative and general expenses (schedule 
MR es as ee ett eS tara 

Total expenses before depreciation ; ; oe LE 

Depreciation on chemical facilities a 


Total expenses 


Net income from fertilizer and munitions development 


I55) 


| 1953 actual | 


| | 
| $377,913 | 
| 19, 127, 258 | 


236, 612 | 
567, 341 | 


20, 309, 124 | 


1, 383, 114 | 
227' O11 


2éi, 


17, 374, 188 
452, 235 


17, 826, 423 


639, 507 
77, 030 | 
1, 076, 479 | 


16, 033, 407 


380, 799 


402, 895 | 
236, 612 


1, 020, 306 


2, 393, 819 | 
16, 270,019 | 


18, 663, 838 
432, 290 


19, 096, 128 | 
1, 133, 587 | 


20, 229, 


1954 esti- 
mate 


$1, 233, 000 | 


19, 500, 000 


671, 000 
607, 000 


22,011, 000 | 


1, 315, 000 
240, 000 


18, 302, 000 
494, 000 


~ 


18, 796, 000 


1, 075, 000 
42, 000 


1, 045, 000 | 


16, 634, 000 


421, 000 


404, 000 
671, 000 


1, 496, 000 
2, 380, 000 
17, 305, 000 
19, 685, 000 
429, 000 


20, 114, 000 
1, 103, 000 


ws } 


1, 217, 000 


794, 000 


| 
| 1955 esti- 
mate 


$1, 233, 000 
| 19, 703, 000 


19, 505,171 | 20,733,000 | 20,936, 000 


696, 000 
572, 000 
22, 204, 000 


241, 000 


| 1, 315, 000 
17, 685, 000 
| 558, 000 


18, 243, 000 


| 

| 1, 101, 000 
50, 000 

1, 045, 000 


| 
000 


16, 047, 


| 407, 000 
| 

405, 000 

696, 000 

1, 508, 000 


| 2.368, 000 
16, 743, 000 
19, 111, 000 

| 
455, 000 
19, 566, 000 
1, 103, 000 


20, 669, 000 


1,535, 000 
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FERTILIZER AND Munitions DEVELOPMENT 


Appropriated fund expense in 1955 is estimated at $2,368,000 and covers the 
cost of research on fertilizer products and processes, basic agronomic research, and 
farm test demonstrations. Corporate fund expense (the cost of manufacturing 
and distributing fertilizer) is estimated at $16,743,000. Income, almost entirely 
from the sale of fertilizer, is estimated at $22,204,000. After provision for 
depreciation ($1,103,000) and distributed administrative and general expenses 
($455,000), total program expense is $20,669,000, and net income is $1,535,000. 


RESEARCH ON FERTILIZER PRODUCTS AND PROCESSES 


The 1955 estimate of $1,315,000 is the same as that for 1954. It covers both 
small-scale research and process development principally in phosphorus and 
phosphates. Work will continue on studies of the fundamental properties of 
calcium phosphates and on the physiochemical processes involved in the associa- 
tion of phosphate fertilizers with soil. Research on the recovery of byproduct 
fluorine from phosphate processing will continue. Major process development will 
be related to the recovery of uranium from high-alumina phosphate ore and to the 
production of new types of highly concentrated phosphate-nitrogen fertilizers. 
Efforts to improve the physical properties of ammonium nitrate fertilizer will 


continue, 


a 
f 
i 


BASIC AGRONOMIC RESEARCH 


Basic agronomic research on the relative efficiency of TVA fertilizers and 
major crops and soil types is a necessary step prior to introducing a new fertilizer 
to farmers through test-demonstrations or sales. This research is coordinated 
with activities of the United States Department of Agriculture. Tests are being 
conducted at the 7 Valley State experiment stations and at experiment stations 
in 4 other States. Cost in 1955 is estimated at $241,000, about the same as the 
1953 and 1954 levels. 


FERTILIZER PRODUCTION AND DISTRIBUTION 


stimated direct igations for fertilizer production ar listribution are 
1,047,000, about the same as actual obligations for 53 and below the 1954 
estimate. Incon imated at $21,508,000, compared to $21,: 0 in 1954, 
Overall level of plant operations will be about the same in 19: in the last few 
\ , although output of various products will change slightly. roduction of 
hati ials will total 206,000 tons; 167,000 tons of ammonium nitrate 
ition, some pho pn l nd ammonia will be produced 

ies for defense use and I nitric ac nd ammonia will 

‘ooperatives, Inc., for use in the manufacture of nitric 

p! ped by TVA. Fertilizer produced by 


a 
phate, 
will 
st) tons 








Phosphate lands and rights 
Phosphate facilities 
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CHEMICAL FACILITIES 


Summary of obligations 


| 1953 actual 





| 
| 
} 
| 


3, 832 | $155, 000 
, 045 889, 000 


| 


1 
1954 estimate | 1955 estimate 


$155, 000 
339, 000 


Nitrogen facilities 352, 935 107, 000 125, 000 
Combination fertilizer facilities 130, 297 ‘ 
Emergency plant replacements 317, 720 | 354, 000 400, 000 
General chemical facilities | —221, 485 | — 230, 000 | —187, 000 
Total 1, 208, 844 1, 275, 000 | 832, 000 


Phosphate lands and rights 

The estimate of $155,000 includes $30,000 for prospecting and purchasing 
phosphate lands in Tennessee and $125,000 for continuation of prospecting in 
Florida. A substantial part of TVA’s phosphate requirements is now supplied 
from the Florida fields. Continued prospecting is necessary to find a reserve 
of high-grade rock which can be used economically at Wilson Dam, permitting 
better use of low-grade reserves through blending. Florida deposits already 
identified will be more usable if the holdings could be consolidated. 
Phosphate facilities 

No new facilities are proposed for fiscal year 1955. The estimate of $339,000, 
which is $550,000 below the estimate for 1954, includes $180,000 for facilities for 
abatement of atmospheric pollution as the largest single plant improvement. 
Fluorine is released in quantity from the nodulizing kilns and should be recovered 
to relieve atmospheric pollution. It is expected that the sale of fluoride com- 
pounds recovered will defray all or a part of the cost of recovery. Installation 
of these facilities will be completed in 1956. The estimates include $89,000 for 
installation of facilities for processing byproduct furnace slag as a lightweight 
aggregate material. It is expected that revenue from sale of the material will 
be greater than handling cost of all slag and that the greater ease of handling slag 
will result in savings equal to the cost of the facilities within 3 years. Miscel- 
laneous minor improvements total $70,000. They include technological im- 
provements to the calcium metaphosphate facilities and a variety of small addi- 
tions and betterments. 


Nitrogen facilities 

TVA has been able to obtain usable surplus nitric acid equipment worth about 
$360,000 from other Federal agencies for the cost of dismantling and removing. 
The 1955 estimate includes $50,000 for continuation of this work as surplus equip- 
ment becomes available. It is planned to replace about one-third of the obsolete 
1918 nitric acid units with 2 small 55-ton-per-day pressure-type units during 
1955. The remaining $75,000 in the 1955 estimate covers miscellaneous minor 
improvements normally required to maintain efficient operation of the present 
plant, 


Emergency Plant Replacements 

An estimate of $400,000 is included for emergency plant replacement in 1955. 
Actual obligations in 1953 were $317,720. These requirements cannot be anti- 
cipated item by item but must be provided for in an activity of the scope of the 
TVA fertilizer and munitions development program. 


General chemical facilities 

The estimate includes $143,000 for work tools and equipment and for preliminary 
investigations and design studies for future projects, less a credit of $330,000 for 
depreciation on general chemical plant and shop facilities. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGET, 
Washington 25, D. C., December 18, 1958. 
Hon. Gorpon R. C.Lapp, 
Chairman, Tennessee Valley Authority, 
Knoaxville, Tenn. 


My Dear Mr. Crapp: Your budget estimates for the fiscal vear 1955 and the 
information presented by your representatives from the Tennessee Valley Au- 
thority have been given careful analysis. The President has approved the inclu- 
sion in the budget of the following recommendations for your agency’s appropria- 
tions: 


Payment to Tennessee Valley Authority fund_-_--_-- $141, 200, 000 
Resource development, Tennessee Valley Authority 600, 000 


The recommended amount includes $119,728,000 for continuation of work on 
coing power generating facilities in accordance with established construction 
schedules. In order to provide, with appropriate reserves, for reasonable growth 
in industrial and municipal and cooperative power loads in the area through eal- 
endar year 1957, arrangements are being made to reduce, by the fall of 1957, 
existing TVA commitments to the Atomic Energy Commission by a minimum of 
500,000 kilowatts with the possibilitv that the reduction may total about 600,000 
kilowatts. This portion of the AEC load for the Paducah plant would be met 
from additional capacity provided by sources other than TVA, thereby releasing 
the equivalent amount of TVA generating capacity to meet the increased load 
requirements of other consumers in the TVA power area. Accordingly, no pro- 
vision is being made in the 1955 budget for starting additional generating units. 
In the event, however, that negotiations for furnishing the above-stated AEC 
load requirements from other sources are not consummated as contemplated, the 
question of starting additional generating units in the TVA area will be recon- 
sidered. 

As you were informed, it is our intention at an early date to propose the charg- 
ing of interest on the Federal investment in power facilities of the Tennessee 
Valley Authority (including property transfers but excluding those facilities 
financed from corporate funds). As agreed, there will be a full discussion with 
you concerning the questions involved in setting up an equitable basis for charg- 
ing an adequate rate of interest, and we shall be prepared to allow a reasonable 
period for the discussion of this and other questions which you or we may raise 
in connection with this proposal. In order to help us to reach a sufficiently 
prompt decision, the following information should be furnished to us not later 
than January 15, 1954: 

1) The Board’s recommendations regarding the manner in which the interest 
rate should be calculated and the amount of the power investment to which it 
should be applied, together with a draft of language that would incorporate the 
Board’s recommendations. 

(2) A forecast of TVA’s earning and cash positions by years for the period 
1955-65 based on the Board’s recommendations under (1) and on the capacity 
of existing power generating units and those now under construction. The state- 
ment should specifically set forth the capital repayments required under existing 
law, the interest payments that would be required under the Board’s recommenda- 
tion, and a schedule showing the new power investment by years on which the 
interest calculation is based. 

Thereafter, discussions will be arranged between the Tennessee Valley Author- 
ity and the Bureau of the Budget for the purpose of arriving at recommendations 
to be presented to the President. 

You are also requested to submit a draft of the language you propose for 
inclusion in the narrative statement in the budget indicating that the question 
of charging interest on power investment of the TVA is under consideration in 
the executive branch and that recommendations to the Congress may be made 
at an early date. 

Members of the Bureau of the Budget staff will communicate with your budget 
officer concerning the appropriation text, the narrative statement, and other 
letails relating to the above amounts. Please have vour budget officer revise 
the details for 1955 in the schedules of obligations to agree with the approved 
estimates. In addition, obligations or other transactions reported for 1954 
should be revised, if necessary, to reflect significant changes in your financial 
plans. It will not be necessary to prepare new green sheets or narrative state- 
ments unless it is impracticable to make revisions on the original presentation. 
The revised schedules should be returned not later than December 19, 1953. 
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The recommendations of the President, the estimates submitted, and any other 
information used in the formulation of these recommendations are to be kept 
confidential until the budget message is presented to Congress, except that in 
those cases where the Bureau of the Budget releases estimates to the committees 
on appropriations prior to that time, the estimates may be discussed with mem- 
bers and stiff of those committees. In such cases the agency will be advised 
before the estimates are released. 

Sincerely yours, 
(Signed) Jos. M. Dopar, Director. 


DECEMBER 24, 1953. 
Hon. JoserpnH M. DopcGe, 
Director, Bureau of the Budge o 
Executive Office of the President, 
Washington 25, D. C. 

Dear Mr. Dopnace: We have received your allowance letter of December 18, 
1953, fixing TVA’s budget estimates for the fiseal year 1955. $141,800,000 of 
appropriated funds are included in the budget, of which $600,000 is earmarked for 
resource development. We were informed in conference with Mr. Hughes that 
the appropriation language for 1955, like the language for the current vear, will 
authorize TVA to spend from revenues an additional amount for resource develop- 
ment activities; for 1955, $600,000, or a total of $1,200,009. Our budget officer 
has already submitted to the Bureau staff financial exhibits reflecting the deter- 
minations in your letter. 

The allowance provides for continuation of construction on generating units 
already underway in accordance with TVA construction schedules, but no money 
is included for new starts. In lieu of the 8 steam generating units with 1,395,000 
kilowatts of capacity which TVA had recommended starting in fiscal year 1955, 
the Atomic Energy Commission will be asked to reduce its power commitments 
from TVA at its Paducah facility by at least 500,000 and possibly by as much as 
600,000 kilowatts. AEC would secure this amount of power from other sources 
and release by the fall of 1957 an eanivalent amount for the increased load require- 
ments of other consumers in the TVA power area. If these arrangements should 
not be consummated you have assured us that the question of starting additional 
generating units in the TVA area will be reconsidered and the result reflected in 
a supplemental appropriation request to the Congress. In addition, we were told 
to assume that other Federal loads served by TVA would not be increased. 

This matter of power supply is so crucial to the welfare of the Tennessee Valley 
area and to the national interest that we feel compelled to say to you, as we did 
to Mr. Hughes at our conference on December 17, that the Bureau’s allowance 
(assnming satisfactory consummation of AEC’s negotiations for a substitute source 
for 500,000 to 600,000 kilowatts) is inadequate on the basis of TV A’s load forecasts 
for 1957. It not only fails to provide the normal reserves which are necessary 
for economical operation and assurance of continuous supply but also barely meets 
estimated requirements, even on the assumption of favorable operating conditions 
and on the assumption that our obligation to AEC will not only be reduced but 
also that no increases in any Federal loads we serve will occur. As we told Mr. 
Hughes, our estimates are based on the most careful analysis and study, and we 
are confident thev are conservative. The new system peak loads established in 
the last week support both our annual and long-range forecasts. 

Provision of the 500,000 or 600,000 kilowatts presently planned to be secured 
by release of AEC load is of course essential to prevent a catastrophe in power 
supply in 1957. In effect, TVA would receive for its general area loads (exclusive 
of any new or increased Federal requirements) the output of several of the genera- 
tors at Shawnee Steam Plant near Paducah now committed to AEC service. Mr. 
Hughes’ statement that the Bureau would either carry through very promptly 
the proposed arrangements with AEC for release of load or submit a supplemental 
estimate for TVA is reassuring in view of the time required to secure consideration 
and approval by Congress of requests for supplemental appropriations. 

The contemplated reduction of AEC’s reauirements from TVA will still leave 
TVA as the largest supplier of power for AEC, committed to supply by 1956 some 
2,400,000 kilowatts out of a total firm AFC load of about 3,700,000 kilowatts at 
Oak Ridge and Paducah. The record will show that the AEC-TVA arrange- 
ments are very favorable to the AEC and to the Federal Treasury. This is not 
to say that we object to a decision that AEC shall procure from other suppliers a 
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greater share of its power requirements at Paducah than is covered by the existing 
arrangements. We do not object. Mr. Hughes pointed out, and of course we 
recognize, the weight of the policy considerations which led to the Bureau’s deci- 
sion to defer all new power units in order to avoid an initial capital investment in 
such facilities by the Government at this time. We understand this to be the basis 
for the Bureau’s proposal. However, we should make clear to you that the cost 
yf power at Paducah from the Electric Energy, Inc. plant at Joppa will be sub- 
tantially more than the cost of the power which TVA has undertaken to sell 
AEC. An increase of as little as a half a mill per kilowatt hour in the cost of the 
500,000 to 600,000 kilowatts of power which AEC will purchase in substitution 
for TVA power would involve excess payments of about $50 to $60 million over 
the life of a 25-vear contract, a substantial part of the total investment require 
to build the necessary power facilities. 

The decision of the Bureau will increase the Government’s OF erating expenses 
in two other ways. The failure to provide for the Fulton plant and the other 
units in the budget recommended by TVA will require TVA to operate expensive 
marginal capacity and to buy power from time to time from the obsolescent 
plants of neighboring utility systems at costs several times the cost of producing 
power from new generating units on the TVA system. We have estimated that 
a one year delay in the operation of a new plant such as the proposed Fultor 
steam plant could result in $20 million of extra cost. This extra cost will be 
f lecte ed in a lower rate of return to the Government from TV A? 8 operations 

therefore, the Government will be paying for the new units throug! 
power costs without owning them or having available this important 
economical increment to national productive capacity. Moreover, th 
released by AEC at the Shawnee steam plant is not as well locat 
to other TVA loads as the proposed Fulton plant, and the utilizati 
will entail greater costs and losses in transmission whic? will i 

a lower rate of return from TV A’s operations through no fau 
and consumers of TVA power. 

We shall await word from you as to the outcome of AEC’ 

gotiations for alternate power supply at Paducah and in the 

ur plans with respect to the additional units in a state of r 

Your letter of Dece mber 18 states the intention of the Bu 
to propose the charging of interest on the Federal investment 
ties of the TVA and assures TVA the opportunity for full 
he questions involved in setting up an equitable basis for cl 
understand from our conferences of December 17 wit! 

Bureau will not arrive at a final decision in this matte! 
with TVA, considering among other things the amo rtizati 
a e Government Corporations Appropriation Act 
» TVA to make payment to the Federal Treasury at 
Ct ent per annum upon the Treasury investment in TI A} 
know, this amortization requirement is payable from net 
line depreciation which protects the Government’s capital 
therefore in the nature of a legislative minimum return o1 
not attempting at this time to suggest the way in which tl 
handled but only that the solution should await the forthcoming d 

The factual material relating to this probl m requested in your letter is now in 
preparation. We will do our best to have this material in your har v January 
15 as you request. 

Very truly yours, 
Gorpon R. C1 

May 7, 1956. 

Note.—The material referred to in the last paragraph of this letter is not re- 
lated to the budget program for fiscal year 1955 and, therefore, is not included 
among the documents relating to that budget program. 
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TENNESSEE VALLEY AUTHORITY, 
Knoxville, Tenn., September 18, 1952. 
Hon. F. J. Lawton, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington, D. C. 

Dear Mr. Lawton: We submit herewith TVA’s budget program for fiseal year 
1954, which we believe to be fully in accord with the President’s policies and 
assumptions described in your letter of June 27, 1952. The purpose of this letter 
is to present a summary and highlights of our proposed 1954 program, 

The 1954 budget program calls for the expenditure of $455,613,000—consisting 
of $310,855,000 to be used for acquisition of capital asscts, $119,470,000 for operat- 
ing expenses, and $25,288,000 for the retirement of bonds and repayments to the 
United States Treasury in accord with section 26 of the TVA Act. The $455,613,- 
000 would be derived as follows: Appropriation request of $269,170,000 to cover 
new obligations, funds provided by operations of $179,215,000, and a decrease in 
United States Treasury cash of $7,228,000. 


THE APPROPRIATED FUND BUDGET 


The new appropriation request, totaling $269,170,000, would be used as follows: 
Acouisition of assets, $260,570,000; and operating expenses and working capital 
of $8.600.000. 

An estimated $250,903,000, or more than 96 percent of the capital budget, is 
necessary for projects to generate and transmit the power requirements of the 
TVA system. About $95 million of this amount is for continued construction of 
facilities to serve the Atomic Energy Commission, for which funds to begin con- 
struction were included in the Supplemental Appropriation Act, 1953. TVA is 
requesting $56 million to begin construction in 1954 of 990,000 kilowatts of addi- 
tional generating capacity. 

In July of this year TVA began construction of 1,710,000 kilowatts of power 
capacity on an emergency schedule to supply additional power to AEC. In the 
short time since that program was developed, our staff has been unable to com- 
plete the location studies necessary to fix finally the best sites for the new capacity 
proposed for 1954. For this reason it has been necessary to include somewhat 
tentative assumptions with respect to location. These are as follows: 1 additional 
unit (No. 9) at Kingston steam plant, 2 units (Nos. 3 and 4) at the John Sevier 
plant, and 2 steam-generating units at a new station to be located in the western 
part of the power-service area. Before the President’s budget is completed, we 
will, of course, reach a final decision as to sites. This additional capacity, 
together with the assumed capacity on the Cumberland River to be constructed 
by the Corps of Engineers, would bring the total svstem assured capacity to 
10,180,000 kilowatts bv the end of 1956. These installations are essential to 
meet demands of the TV A-power-service area, which are estimated at 9,500,000 
kilowatts as of the end of 1956, and to provide a margin of capacity of about 7 
percent to provide for additional load developments that may reasonably be 
expected in light of previous load forecasting experience. 

The construction program includes only one new major item for programs other 
than power. A year ago funds were requested and approved for beginning design 
work on a new navigation lock at Wilson Dam to replace three outmoded and 
substandard-size locks. Current traffic through the Wilson lock of direct military 
significance includes military vehicles, chemical products, scrap iron, steel, 
petroleum products, and new vessels; water shipments are being made by AEC 
from Oak Ridge to Paducah; Huntsville Arsenal is receiving raw material by 
water; and TVA steam plants will receive greatly increasing quantities of coal. 
Traffic estimates indicate that by 1958 annual volume will exceed 2 million tors, 
which cannot be accommodated by the present locks. We are requesting funds 
for beginning construction in 1954 which would permit completion by 1958. 

The requirements of $8,605,000 for operating expenses are fully described in 
our justification document. TVA is actively continuing to encourage the assump- 
tion of responsibility for development activities by States and local interests. 
There are several outstanding examples reflected in our current budget. The 
colleges are carrying a larger share of the cost of farm test demonstrations and 
are doing an increasingly effective job in using the test demonstrations as an 
integral part of their extension program. In 1946, TVA payments to the colleges 
for supervision of test demonstrations totaled about $545,000, while State funds 
amounted to $425,000; in 1953, TVA payments will be about $220,000, compared 
with $512,000 from the States. 
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It is our conviction that State and local governments should be encouraged to 
assume primary responsibility for urban and rural flood problems of a purely 
local character, including problems of watershed development. We believe that 
TVA should retain primary responsibility for construction of flood-control 
structures where they would affect the operation of TVA’s system of dams and 
reservoirs. We further believe that TVA’s major role in watershed development 
should be primarily research, demonstrations, and technical assistance—all 
directed toward helping the State and local organizations prepare themselves to 
assume these responsibilities. None of the valley States is organized or equipped 
to handle these problems. We are proposing in our flood-control and watershed 
programs to direct our efforts vigorously toward this objective. 

During World War II, TVA built four public-use river terminals to provide an 
essential facility on the waterway. It was originally planned that after a develop- 
mental period the terminals would be turned over to private operators. A year 
ago we indicated that definite plans were underway for leasing the terminals. We 
are happy to report that all four terminals have recently been leased to private 
operators. These arrangements will permit active promotional work which was 
not appropriated under Federal operation. 

We have recommended appropriation language for 1954 which would include 
no limitations on particular objects or items of expenditure. The limitation on 
travel expenses which the Congress imposed this year has created a most critical 
problem. From the beginning of the year, all travel has been severely curtailed 
Unless relief from this ceiling is obtained very early in the next calendar year, 
however, we cannot meet the construction schedules to supply power to the AEC 
and other installations. With respect to the limitations on automobiles and 
airplanes, our recommendation for deletion is based on our conviction that this 
type limitation as applied to TVA does not save monev but, in the long run, 
tends to increase our cost of operation. We will be pleased to have an opportunity 
to discuss this matter at our hearings. 


THE CORPORATE FUND BUDGET 


Expenditures from corporate funds are estimated at $147,639,000, consisting of 
836,774,000 for acquisition of assets, $98,863,000 for operating expenses, and 
$12,002.000 for reimbursable services performed for other agencies. Retirement 
of bonds and repayments to the United States Treasury totaling $25,288,000 are 
also budgeted. Corporate income is estimated to be $178,738,000, of which 
$143,830,000 is from power operations. 

The net income from power operations after depreciation but before interest 
charges on bonds is estimated at $36,912,000 in 1954, compared with the 1953 

imate of $25,653,000 and actual of $25,859,447 in 1952. The estimates reflect 
a return on average net power investment of about 4 percent for 1954. 

In your letter of November 24, 1951, you requested that we submit a tentative 
schedule of repayments of power investment. We have included a statement 
starting on page 87 of our justification document, which is responsive to this re- 
quest. We believe the material given will enable vour staff to appraise the ade- 
quacy of our annual estimates of repayments and to assure itself of our ability to 


ions 


discharge our long-range repayment obligs 
Very truly yours, 
(JORDON R os 


co ai) may? 


PRESID!I 


, TOP 
Hon. Gorpon R. Crapp, 
Chairman, Board of Directors, 
Tennessee Valley Authority, 
Knozville, Tenn. 

My Dear Mr. Ciapp: Your budget estimate for the fiscal 
information presented by your representatives from the Tennessee \ 
ity. have been given careful analysis. The President has approve 
in the budget of the following recommendation for your age: 


Tennessee Valley Authority 


Members of the Bureau of the Budget staff will communicate with your budget 
officer concerning the appropriation text, the narrative statement, and other de- 
tails relating to the above amount. Please have your budget officer revise the 
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details for 1954 in the schedules of obligations to agree with the approved esti- 
mates. In addition, obligations or other transactions reported for 1953 should be 
revised, if necessary, to reflect significant changes in your financial plans. It will 
not be necessary to prepare new green sheets or narrative statements unless it is 
impracticable to make revisions on the original presentation. The revised sched- 
ules should be returned not later than November 18, 1952. 

Budget recommendations do not include sums for the purpose of increasing 
the average salaries for permanent positions for professional, administrative, and 
clerical employees above the 1953 level. 

The recommendation of the President is to be kept confidential until the budget 
message is presented to Congress, except that in those cases where the Bureau of 
the Budget releases estimates to the committees on appropriations prior to that 
time, the estimates may be discussed with members and staff of those committees. 

Sincerely yours, 
F. J. Lawton, Director. 


NOVEMBER 17, 1952. 
Hon. F. J. Lawron, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington, D. C. 

My Dear Mr. Lawron: We have received your letter of November 12, 1952, 
advising us of the Bureau’s allowance in connection with our budget request for 
fiscal year 1954. At four points in our program the effects of the action proposed 
by the Bureau would be so serious that we are compelled to appeal for further 
consideration of these items. The critical points are: 

1. Reduction in proposed power capacity to be begun in 1954. 

Deferment of proposed Wilson lock. 
{eduction in estimates for resource development. 
Reduction in estimates for project investigations. 

Mr. Oliver has arranged with Mr. Staats for a discussion of these items lat 
2 p. m. on Wednesday, November 19. 

We request that the total allowance be increased from $244,323,000 to $267,- 
373,000. The additional $23,050,000 would provide: $19,164,000 for beginning 
construction of units 3 and 4 and related transmission facilities at John Sevier 
steam plant as proposed in our original request; $3,437,000 for beginning construc- 
tion of a new lock at Wilson Dam; an additional $132,000 for resource develop- 
ment; and $317,000 over the Bureau’s present allowance for project investigations. 
We also request that one minor change be made in our appropriation language as 
approved. 


t~ CO bo 


1. New power capacity 


The budget program which we submitted to the Bureau provided for beginning 
construction in 1954 of 990,000 kilowatts of new capacity on the TVA system and 
assumed that the Corps of Engineers would install 128,000 kilowatts of capacity 
at the Cheatham and Carthage projects on the Cumberland River. The allow- 
ance does not include funds for units 3 and 4 at John Sevier steam plant which are 
counted upon to provide 360,000 kilowatts. We also understand that funds have 
been denied the Corps of Engineers for 92,000 kilowatts of power at Carthage. 
These two reductions would eliminate 452,000 kilowatts from our proposed pro- 
gram of 1,118,000 kilowatts of new capacity for 1956—a reduction of over 40 
percent. 

The program as presented to the Bureau would provide a margin of about 
7 percent for changes in load requirements beyond those now foreseen. The 
Bureau’s action on the program would reduce this margin to less than 3 percent. 
The larger margin, prudent even under normal conditions, is of critical importance 
under current circumstances. At the risk of repeating a perhaps familiar state- 
ment, I should like to quote a part of our testimony before the Senate Committee 
on Appropriations last spring: 

“In view of the long time required for the planning and construction of new 
power capacity, and the probability of additional load growth during the next 
4 years, it is urgently important that some margin of capacity over presently 
foreseeable loads be provided * * * The planning and construction of power 
facilities require 3 to 4 years, whereas chemical and aluminum plants, arsenals, 
and the like can be completed in 1 to 2 years. ‘The provision of a margin of 
capacity is especially important because of the strategic location of the Tennessee 
Valley for new and expanded defense industries and military establishments. 
Time lost now by failure to start new capacity cannot be regained. 
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“This point was emphasized in the recent electric power study by the Joint 
Committee on Defense Production, Congress of the United States, of which 
Senator Maybank was chairman, wherein it stated: 

‘“« * * * Embarking on a policy of increasing the productive capacity of 
American industry during the present emergency, care must be taken to see 
that all necessary elements required for that increase are given due consideration 
and provided. Obviously one of these elements is electric power. Your com- 
mittee cannot emphasize too strongly the need for realizing the long lead time 
required to increase the output of electric power. In the face of past and current 
predictions by men competent in this field that the Nation faces a power shortage, 
especially in the Southeast and Northwest, our policy makers both in Government 
and in industry must give full recognition to the lead-time factor * * *,’ 

* * * * * * * 

‘Tt must also be remembered that DEPA’s estimates for power requirements 
are based upon present military requirements. Any increase in these require- 
ments—which is entirely possible—will cause an increase in requirements for 
electric power capacity. 

“In view of these considerations, there is more danger of underestimating 
than of overestimating electric power requirements—yet this Nation cannot 
afford to underestimate those requirements.’ ”’ ! 

The situation we are experiencing in the valley today shows the dire results 
of failure to provide a prudent margin. We do not now have adequate generating 
capacity. To make matters worse, the past 7 months have been extremely dry. 
As a result we are buying power at rates five times the cost of power from our 
newer steam plants. We are operating marginal plants at very high costs. The 
production of aluminum, ferroalloys, and chemicals has been seriously curtailed 
by reductions in power deliveries, and further cutbacks are in prospect if stream- 
flow conditions do not improve. Excess power costs alone (without trying to 
evaluate loss of commercial production) are amounting to many millions of 
dollars the last half of this vear alone. Knowing as we do that power demands 
in 1956 could be much greater than we can now pro‘ect (even as 1952 demands 
are much larger than forecast in 1948), it is clear that the power capacity proposed 
in the allowance letter could mean similar or worse conditions in 1956. Our 
responsibility to the power consumers of this region and to the Nation in its 
defense efforts compels us to urge that the capacity at the John Sevier steam 
plant be reinstated and that restoration be made to the Corps of Engineers for 
the power installations at their Carthage project. This would require an addi- 
tional $19,164,000 for TVA to cover its project costs and related transmission 
facilities. 

2. Wilson lock 


Preliminary design studies for a new lock at Wilson Dam are now under way 
in accord with the budget program for the current vear approved by the President 


and the Congress. Funds were requested this fall to begin construction of the 
lock in 1954 to pe rmit completion bv 1958. The proposed action bv the Bureau 
would defer the beginning of the project, making co ipletion by 1958 impossible, 


Discussions with your staff since our hearings indicate that we may 


the impression that our main concern about the lock is its use for our own coal 
supply. Such is not the case. We are seeking to make the waterway cont! 


its fullest measure toward the economic development of the region. To thi 


we have substantially completed the navigation system at a cost of $155 mi 
and have assisted in many ways in traffic developm 


} 
‘ 


argest single bottlene ( k to the full dey é lopme nh 


inni 


for navigation. There are compelling reasons why 
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(1) New contracts for 1 million tons of coal for the Widows Creek steam plant 
will be invited during the next 90 days. It is expected that a substantial portion 
of this coal will move by barge through Wilson locks. 

(2) Cargill, Inc., plans to begin in 1953 moving Southern Appalachian coal by 
barge—through Wilson locks—to the Upper Mississippi market. 

The southern Tennessee fields that are providing coal for the initial units in the 
Widows Creek steam plant do not have sufficient developed capacity to supply 
the 2 million tons annually that will be required with completion of the units 
now being installed. The most economical alternative source for the 1 million 
tons of new coal appears to be the west Kentucky fields; the barge route is the 
cheapest way for the coal to move. 

The Cargill coal movement has developed since we discussed the need for the 
new Wilson lock with you in October and is of course confidential at this time, 
We have been advised that their potential volume totals about 1 milion tons 
annually. 

The combination of normal traffic growth, TVA’s own coal transportation 
needs, and the new Cargill development will put an impossible burden on the 
present Wilson locks. We are concerned neither solely nor primarily with use of 
the lock for our own coal supply. As a coal shipper we must use the Wilson locks 
to keep fuel costs as low as possible. By 1958 there will not be sufficient remaining 
traffic capacity at the present locks to accommodate both our needs and those of 
all the other shippers now using or planning to use the river. Thus, if the lock 
is not replaced, TVA will be in the untenable position of pushing all other traffic 
off the river or of being unable to use it ourselves. 

(b) Traffic capacity of the chain of three small locks at Wilson is much smaller 
than the capacity of locks on other waterways, or on the Tennessee. For example: 
Congress a year ago authorized the Army to begin construction of a new lock at 
Keokuk. Lockage records show that the Keokuk lock per hour of actual opera- 
tion passes nearly 3% times as much traffic as the Wilson locks. TVA’s 110- by 
600-foot Pickwick lock passes 5 times as much traffic as Wilson per hour of 
operation; and the 60- by 360-foot Wheeler lock passes traffic at 2% times the 
Wilson traffic. Pickwick is the next lock below and Wheeler the next lock above 
Wilson. 

(c) Finally, the construction program must permit continuous navigation during 
the construction period. By and large, this can be done, although some short 
delays and interruptions will be unavoidable. But the cost and difficulty of 
handling traffic during construction will mount as the traffic grows. If the project 
is begun in 1954 we can keep the river open at less cost; and, even more important, 
the added costs of an accelerated or emergency construction schedule can be 
avoided. 

In order to permit completion by 1958, construction must be begun in 1954. 
The $200,000 allowed would permit only designing and planning, and additional 
funds are required to enable us to start construction next year. We therefore 
urge that our original request of $3.7 million for the lock be restored. 


8. Resource development 


Our request of $2,846,000 for resource development activities was reduced by 
$601,000. The allowance would not permit our moving forward in the tributary 
watershed program in the way we des’ribed to the Bureau at the time of our 
hearing. Our original request included $705,000 for the watershed program, 
whereas the allowance would provide only about $573,000. We request an addi- 
tional $132,000 to enable us to carry out the program for tributary watershed 
development as proposed in our budget request. This program leads to State 
responsibilities in small watershed areas. 

It is our conviction that States and local governments should be encouraged 
and actively assisted in preparing themselves for this job. ‘TVA’s role in water- 
shed development is research, demonstration, and technical assistance—all directed 
squarely toward this objective. It is not TVA’s objective to cover the valley 
with federally supported watershed developments. We believe that the assump- 
tion of these responsibilities by the State and local agencies in the Tennessee 
Valley would provide a demonstration of great significance for the Nation as a 
whole. 

The additional $132,000 would be used for survey reports to acquaint States 
and local groups with the nature of their watershed problems and suggest what 
might be done about them. Surveys will arouse local interest, define the States’ 
problem and set up goals. Unless that much is done there is little chance of 
getting the States to start remedial programs. 
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4, Investigations for future projects 

Our request provided $504,000 for project investigations; $187,000 was allowed. 
We urge the amount originally requested be restored. 

In planning future system additions—especially for steam generating plants—it 
is essential that we at all time have on hand information on a number of suitable 
plant sites. Only by extensive investigation and preliminary planning can such 
information be obtained. Alternative sites permit selection of the most economical 
location to serve particular load centers. In the case of steam plants, competition 
on coal and transportation rates save very substantial amounts. Alternative 
sites are essential to securing keenest competition. 

The recent and previous emergency programs to supply power to AEC have 
largely exhausted our backlog of plant sites. Sound planning for the future 
development of our system requires that this situation be corrected as early as 
possible. 

We request that the following be deleted from our proposed appropriation lan- 
guage for 1954: ‘‘Provided, That no funds appropriated for the Tennessee Valley 
Authority by this paragraph shall be used for the maintenance or operation of 
any aircraft for passenger service that is not specifically confined to the active 
operation of the official business of the Tennessee Valley Authority by officers or 
employees of such Authority.’’ TVA has never operated nor intends to operate 
any airplane except for official business purposes. ‘This provision, however, has 
meant that we have had to deny use of the plane to nonemployees on official TVA 
business and, on occasion, provide other means of transportation at higher cost 
to the Government. Since the provision is not saving money and frequently 
impedes the conduct of official business, we ask that it be removed. 

For the reasons explained above, we earnestly request that our allowance be 
raised to the figure of $267,373,000 and that the suzgested modification of our 
appropriation language be made. We should be very glad to provide any addi- 
tional information on these matters which you may desire. 

Sincerely, 
GORDON R. CuappP, 
Chairman of the Board, 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE Bupcet, 
Washington 25, D. C., November 25, 1962. 
Hon. Gorpon R. Capp, 
Chairman, Board of Directors, Tennessee Valley Authority, 
Knozville, Tenn. 

My Dear Mr. Ciapp: As a result of the information presented in vour letter 
of November 17, 1952, and of our conference on November 19, the Budget deter- 
mination previously conveyed to you in my letter of November 12, 1952, has been 
revised as follows: 


Tennessee Valley Authority: 
Amount previously approved $244, 323, 000 
tevised amount 254, 355, 000 


Members of the Bureau of the Budget will communicate with your budget 
officer concerning details relative to the above amount. ‘The revised schedules 
should be returned not later than December 1, 1952. 

Sincerely yours, 
(Signed) F. J. Lawton, Director, 
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TENNESSEE VALLEY AUTHORITY 
Budget program for fiscal year 1953 


tevisions 














re Changes made by | 
, —— d to made by TVA after President’s 
eau of ea Raton 
the Budget Bureau of original | budget 
S the Budget budget 
submission 
Regular appropriation estimate: | 
Boone project --_-- ret oil $3, 780, 000 — $64, 000 $3, 716, 000 
Widows Creek steam pls ant 22, 181, 000 —640, 000 amas 21, 541, 000 
Kingston steam units 5 to 6 (360,000-kilo | 
watt capacity) - - - ’ 15, 000,000 | sibtbepscealina iain aciintavies 15, 000, 000 
Shawnee steam units 5 to 8 (540,000-kilo- 
watt capacity) 28,000,000 |. _ = ie la tia Be 28, 000, 000 
_— ert steam units 3 to 4 (360,000-kilowatt | 
vapacity) : 16, 000, 000 ses — ae 16, 000, 000 
Hiw assee hydro unit 2 (59,500-kilowatt 
capacity) 1, 614, 000 . 1, 614, 000 
Chatuge hydro unit 1 (10,000-kilowatt 
capacity) bs 975, 000 S24 ; 975, 000 
Nottely hydro unit 1 (15,000-kilowatt 
capacity) i ; 939, 000 |_._._-- be oa ta 939, 000 
Navigation facilities 374, 000 —80, 000 : 294, 000 
Investigations for future projects bite 475, 000 | —151, 000 324, 000 
Chemical facilities - _ _- ; ; 1, 862, 000 —385, 000 ‘ 1, 477,000 
General facilities ini 1, 570, 000 3, 000 : | 1, 537, 000 
Navigation operations 399, 000 —45, 000 7 354, 000 
Multipurpose reservoir oper: itions 2, 222, 000 —131, 000 ae 2,091, 000 
Resource development activities 2, 849, 000 —610, 000 . : 2, 239, 000 
Administrative and general expenses 1, 981, 000 —14, 000 a5 od 1, 967, 000 
Other activities - - - eae Saiee aoemee 101, 959, 000 |__ , ee 101, 959, 000 
Total regular appropriation request. -__- 202, 180, 000 —2, 153,000 |.-_-.- 200, 027, 000 
Supplemental appropri: ition estimate: 
Kingston steam units 7 to 8 (360,000-kilo- 
watt capacity) | 20, 000, 000 20, 000, 000 
Shawnee steam units 7 to 10 (540,000-kilo- 
watt capacity) 51, 000, 000 —2, 000, 000 49, 000, 000 
John Sevier steam plant, 2 units (360,000- 
kilowatt capacity) ; 23, 000, 000 |_..---- eg A tele 23, 000, 000 
Gallatin steam plant, 2 units (450,000- 
kilowatt capacity) 30, 000,000 | —1,000, 000 | 29, 000, 000 
Acceleration of schedules of 8 generating | 
units included in regular program 24, 000, 000 24, 000, 000 
Transmission system facilities 5, 000, 000 | 5, 000, 000 
Total supplemental appropriation request 153, 000. 000 —3, 000, 000 150, 000, 000 
Corporate financed obligations: 
Power operations. rea 64, 806, 000 | 1—$1, 481, 000 ey 63, 325, 000 
Multipurpose reservoir operatic ns. 1, 635, 000 —87, 000 1, 548, 000 
Resource development activities 39, 000 —13, 000 | 26, 000 
Reimbursable services 7, 621, 000 | 2 943, 000 8, 564, 000 
Administrative and general expenses 2, 105, 000 14, 000 |_- 2, 119, 000 
Other activities. - 53, 496, 000 | 53, 496, 000 
Total corporate financed obligations 129, 702, 000 | —&6, 000 — 538, 000 | 129, 078, 000 
Payments to U. 8. Treasury: | 
From power proceeds 14, 000, 000 ; sci } 14, 000, 000 
From nonpower proceeds 5, 457, 000 5, 457, 000 
Total payments to U. S. Treasury 19, 457, 000 ‘ 19, 457, 000 


1 Revision made by TVA between the date of the original submission to the Bureau of the Budget and the 
date of printing the President’s budget to reflect changes in estimates developed on the basis of 3 months’ 
additional operating experience 

2 Revision made by TVA to reflect assignments for m ipping received from other agencies between the date 
of the original submission to the Bureau of the Budget and the date of printing the President’s budget. 
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TENNESSEE VALLEY AUTHORITY, 
Knorville, Tenn., September 25, 1951. 
Hon. F. J. Lawton, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington, D. C. 

Dear Mr. Lawton: We submit herewith TVA’s budget program for the fiscal 
year 1953. This letter presents a summary and highlights of the program. 

The budget for 1953 has been developed in accordance with the policies and 
assumptions contained in Mr. Staats’ letter of June 26, 1951. As shown on 
statement A, Sources and Application of Funds, total funds to be applied are 
estimated at $369,005,000—consisting of $349,548,000 to be used for acquisition 
of capital assets and operating expenses; and $19,457,000 for the retirement of 
bonds and repayments to the United States Treasury in accord with section 26 
of the TVA Act. The $349,548,000 to be used in programs consists of an appro- 
priation request of $193,134,000 to cover new obligations; $34,713,000 for the 
liquidation of obligations incurred under prior-year appropriations; and corporate 
fund obligations of $121,701,000. 


THE APPROPRIATED FUND BUDGET 


The new appropriation request totaling $193,134,000 would be used as follows: 
Acquisition of assets, $185,285,000; and operating expenses, $7,849,000. 

The program of capital plant additions has been carefully reviewed and only 
projects essential for defense and important civilian requirements have been 
proposed. Of the total $185,285,000 for acquisition of assets, $178,769,000, or 
97 percent, is for projects to provide power supply. Of the latter figure, 
$105,207,000 is for continued construction of power projects now underway; 
$55,513,000 is for beginning construction of 1,161,600 kilowatts of new generating 
capacity; and $18,049,000 is for transmission facilities. The new capacity to be 
started consists of additional hydro units at Hiwassee, Chatuge, and Nottely 
Dams; additional steam units at the Kingston and Shawnee steam plants; and 
additional steam capacity of two units to be located in the western part of the 
system. This additional capacity, together with the assumed additional capacity 
on the Cumberland River to be constructed by the Corps of Engineers, would 
bring the total system assured capacity to 7,600,000 kilowatts by the end of 1955. 
The installations are essential to meet the demands of the TVA power service area 
estimated at 7,100,000 kilowatts at the end of 1955 and to provide a margin of 
capacity of about 7 percent. 

The construction program includes three new major items other than those 
related to power. Funds are requested to begin design work on a new navigation 
lock at Wilson Dam with the intention of requesting funds to begin construction 
in 1954. Two items of major importance are included in the budget category, 
Chemical Facilities: (1) Beginning construction of a full-scale unit for the pro- 
duction of nitraphosphate fertilizer (of particular importance in connection with 
the current national shortage of sulfur); and (2) replacement of one of the electric 
phosphorus furnaces at our Wilson Dam plant (necessary to maintain present 
level of production of elemental phosphorus). 

The requirements of $7,849,000 for operating expenses are fully described in 
our justification document. Mr. Staats’ letter of June 26 referred to the policy 
of transferring resource development activities to State and local interests as 
quickly as they can be absorbed. TVA is continuing to move in this direction: 
The colleges are carrying a heavier share of farm test demonstrations; the success 
of TVA’s tributary-watershed program is dependent in a large measure on the 
active participation of numerous State and local agencies; TV A’s developmental 
work in the fields of food processing, minerals—and more recently farm machinery 
and equipment—is being absorbed by local institutions to serve regional needs. 
We shall be prepared to discuss this more fully at our hearings next month. 

You will recall that last year, with your concurrence, TVA proposed to the 
Congress the removal of the limitation on administrative and general expenses 
from our 1952 appropriation language. This proposal was approved. As we 
pointed out in our hearings, limitations on particular funetions or objects of 
expenditure as applied to TVA do not save the Government money, but tend to 
increase overall costs. On 2 or 8 occasions, estimates embodied in appropria- 
tion limitations have been caught in some general-reduction scheme without 
an examination into the effects of these general reductions upon the activities 
approved and without an opportunity for TVA to explain these effects to the 
Congress prior to the enactment of the limitations into law. For this reason 
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we are proposing that the limitations on the purchase of automobiles and airplanes 
be removed from our 1953 language. We will be glad to provide further informa- 
tion to your staff on this matter. 


THE CORPORATE FUND BUDGET 


Expenditures from corporate funds are estimated at $121,701,000, consisting of 
$31,673,000 for acquisition of assets; $82,574,000 for operating expenses; and 
$7,454,000 for reimbursable services performed for other agencies. tetirement of 
bonds and repayments to the Treasury totaling $19,457,000 are also budgeted. 
Corporate income is estimated to be $145,898,000 of which $115,820,000 is from 
power operations. 

The net income from power operations after depreciation but before interest 
charges on bonds is estimated at $30,287,000 in 1953 as compared with the 1952 
estimate of $24,844,000 and actual of $26,717,102 in 1951, representing a return 
on average net power investment of between 334 percent and 4% percent in 1952 
and 1953. The return of 5.4 percent achieved in 1951 was substantially better 
than anticipated a year ago due to favorable streamflows and markets for supple- 
mental power even from marginal sources. 

Very truly yours, 
Joun Oxuiver, General Manager. 


KNOXVILLE, TENN., October 29, 1951. 
Hon. F. J. Lawron, 
Director, Bureau of the Budget, 
Washington, D. C. 


Dear Mr. Lawton: The budget program for 1953, which we submitted to the 
Bureau of the Budget in September, provided for beginning construction of 
1,161,600 kilowatts of new power capacity. This program assumed that the 
Corps of Engineers, Department of the Army, would be able to place in operation 
in 1955, 233,000 kilowatts of capacity in projects on the Cumberland River. 
The new TVA capacity, together with the assumed additions on the Cumberland, 
would have increased the assured load-carrying ability of the TVA system at 
the end of 1955 to 7,650,000 kilowatts. Power demands on the system at the 
end of 1955 are expected to total 7,100,000 kilowatts. At our hearings on October 
18 we described in detail the demands forecast as well as the need for the margin 
of some 7 percent which this program would have provided. 

At our hearings we indicated that we wished to make two changes in our request 
as initially submitted. A decision to obtain the additional capacity requested tor 
the western part of the systeyn by adding units 3 and 4 to the Colbert plant per- 
mitted a reduction of $6 million in the 1953 estimate for this item. We also indi- 
cated that because of engineering difficulties, decision had been made to install 
135,000-kilowatt machines at Shawnee units 5 and 6, instead of the two 180,000 
units proposed in the budget document. The latter change made possible an 
additional reduction of $1 million but also reduced the new generating capacity 
requested by 90,000 kilowatts. 

During the course of our hearings we were asked about the construction sched- 
ules for the Corps of Engineers projects and the likelihood of their providing the 
233,000 kilowatts of capacity which we had assumed in planning our 1953 pro- 
gram. Although we have had frequent discussions with the corps regarding these 
schedules, the assumptions underlying the program which we submitted in Sep- 
tember were necessarily tentative in view of the fact that the civil functions, 
Department of the Army, appropriation bill, 1952, was not enacted by the Con- 
gress until October 17. There was also pending the legislative bill (8S. 97) to pro- 
vide for power facilities at the Cheatham project. In the session of the Congress 
just concluded, no action was taken to authorize power installations at either the 
Cheatham project or the lower Cumberland project. 

On October 27 we reviewed proposed schedules for the Cumberland projects 
with representatives of the corps in light of congressional action on their 1952 
request. This review indicated that the Cheatham project will be delayed about 
1 year; Old Hickory by 7 to 9 months; and the lower Cumberland project by 14 to 
17 months. These delays will mean that 116,000 kilowatts of capacity (12,000 
at Cheatham and 104,000 at lower Cumberland), which we had assumed to be 
available by the end of 1955, will not be in service until later—part in 1956 and 
part in 1957. 
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In order to provide for the 116,000 kilowatts of capacity lost through the 
rescheduling of these projects plus the reduction of 90,000 kilowatts in units 5 
and 6 at Shawnee, we now wish to add to our 1953 request units 7 and 8 at the 
Shawnee plant. ‘These units of 135,000 kilowatts each are estimated to cost a 
total of $40 million, of which $14 million would be required in 1953. 

In view of the heavy load growth forecast for the next 4 years, we believe that 
it is highly important that the total capacity additions which we have proposed 
be approved. We will, of course, be glad to discuss this matter with you or your 
staff. ; 

For the convenience of your staff, we have enclosed a summary of the changes 
in our budget program which are described above. 

Yours very truly, 
TENNESSEE VALLEY AUTHORITY 
JOHN OLIVER, General Manager. 


’ 


Summary of changes in appropriation request for fiscal year 1953 





New power capacity 
Appropria- (kilowatts) 

tion eS 
| request TVA | acm ne of 
| j Engineers 


Budget program, as submitted Sept. 25, 1951 ; | $193, 134, 000 1, 161, 600 | 233, 000 
Changes indicated at hearings: 
Installation of 2 135,000-kilowatt units at Shawnee, rather 
than 180,000-kilowatt units —1, 000, 000 | 
Location of additional steam capacity for western part of | 
system at Colbert units 3 and 4_-.......--- ES | —6, 000, 000 
Changes described in letter of Oct. 29: 
Delays in Corps of Engineers projects —116, 000 
Addition of Shawnee units 7 and 8_................- pias 14, 000, 000 


— 


Total program, as revised | 200, 134, 000 117, 000 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., November 24, 1961. 
Hon. Gorpon R. Cuiapp, 
Chairman, Board of Directors, 
Tennessee Valley Authority, 
Knozville, Tenn. 

My Dear Mr. Cuiapp: Your budget estimate for the fiscal year 1953 and the 
information presented by your representatives from the Tennessee Valley Au- 
thority have been given careful analysis. The President has approved the inclu- 
sion in the budget of the following recommendation for your agency’s appropria- 
tion: 


Tennessee Valley Authority $185, 800, 000 


This allowance includes $7,442,000 current agen: of which $2,285,000 is to 


continue resource development activities in the 
at the same level as 1952. 

The investment of the United States in power facilities by the Tennessee 
Valley Authority from appropriated funds is increasing rapidly. Accordingly, 
it would seem timely for you to formulate and present tentative plans and esti- 
mates of repayments to the Federal Treasury to cover the cost of approved 
facilities as well as those additions proposed in the 1953 budget. It is, of course, 
recognized that any repayment plan of this character must necessarily be flexible 
and subject to change from time to time because of variations in streamflow, 
costs of labor, fuel and materials, and power rates. It is considered that such a 
plan, which would be supplemented as additional facilities are added to the sys- 
tem, would serve as a valuable guide for future planning. 

Members of the Bureau of the Budget staff will communicate with your budget 
officer concerning the appropriation text, the narrative statement, and other 
details relating to the above amounts. Please have your budget officer revise the 
details for 1953 in the schedules of obligations to agree with the approved esti- 
mates. In addition, obligations or other transactions reported for 1951 or 1952 


ennessee Valley Authority area 
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should be revised, if necessary, to make the schedules as accurate as possible. 
It will not be necessary to prepare new green sheets or narrative statements unless 
it is impracticable to make revisions on the original presentation. The revised 
schedules should be returned not later than November 28, 1951. 

The recommendations of the President are to be kept confidential until the 
budget message is presented to Congress, except that in those cases where the 
Bureau of the Budget releases estimates to the Committees on Appropriations 
prior to that time, the estimates may be discussed with members and staff of 
those committees. 

Sincerely vours, 
F. J. Lawton, Director. 


NOVEMBER 28, 1951. 
Hon. F. J. Lawton, 
Director, Bureau of the Budget, 
Executive Office of the President, Washington, D. C. 

Dear Mr. Lawton: We have just received the Bureau’s allowance letter dated 
November 24, 1951, with respect to TV A’s appropriation request for fiscal year 
1953. The letter provides that of the total appropriation estimate, not more than 
$7,442,000 shall be for current expenses, of which not more than $2,285,000 shall 
be for resource development activities. The effects of the reduction in new 
power capacity and in the estimates for expense items are so serious as to compel 
us to appeal for their modification. 

We request that the total allowance be increased from $185,800,000 to $194,- 
800,000. The additional $9 million would provide $8,500,000 to begin construc- 
tion of Shawnee unit 7 and an additional $500,000 for expenses. We would 
expect to use about $350,000 of the latter amount for resource development 
activities. The basis of our request for partial restoration of the $16,380,000 cut 
is set forth below. 

NEW POWER CAPACITY 


The budget program as originally proposed in our document of September 25, 
1951, included two new units (5 and 6) at the Shawnee steam plant with a rated 
capacity of 180,000 kilowatts each. After the preparation of the request, however, 
it was concluded, and we advised the Bureau representatives at our hearing on 
October 18, that engineering considerations would prevent the use of units larger 
than 135,000 kilowatts (the rating of the four initial Shawnee units). This loss 
of 90,000 kilowatts, described during our discussion with your staff, reduced the 
margin by which assured capacity projected for the end of 1955 would exceed 
presently anticipated power requirements below 7 percent, a small margin even 
under normal circumstances. With the uncertainties for the future arising out 
of the present situation, this ought to be regarded as a minimum figure. 

Following the budget hearing, we learned that the schedules upon which we 
had relied for construction of the Army engineers’ Cumberland River projects 
were not dependable—that neither the third unit at Cheatham nor any of the 
units at the Lower Cumberland Dam can be completed in 1955. This further 
development reduced the margin of assured capacity projected for the end of 
1955 to about 5 percent, which is below any defensible proportion. In our letter 
of October 29, 1951, we therefore proposed that units 7 and 8, totaling 270,000 
kilowatts, be added at the Shawnee steam plant. 

Each Shawnee unit of 135,000 kilowatts capacity represents about 1.9 percent 
of the presently anticipated 1955 load. One additional Shawnee unit would 
result in a capacity margin in 1955 of slightly less than 7 percent, assuming there 
is no further slipping in the Army engineers’ program on the Cumberland. We 
understand that there is now some doubt that the Army engineers will have funds 
to begin construction of the Carthage project, from which we had planned to 
obtain full capacity before the end of 1955. Failure to proceed with that project 
would reduce the computed 1955 margin by 1.2 percent. It is essential that 
construction of the Carthage project get underway, and that at least one more 
generating unit (No. 7) be approved for installation at the Shawnee steamplant. 
Considering the very real possibility of the addition of large new defense power 
requirements before corresponsding new generating capacity could be intalled, 
this would provide only the slenderest factor of safety. 
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RESOURCE DEVELOPMENT ACTIVITIES 


In September we presented a program for resource development activities 
totaling $2,664,000 for fiscal year 1953, less than one-half of 1947 expenditures. 
We believe the scope of these activities conforms with the policies and assump- 
tions which we were asked to follow in planning our 1953 program, and nothing 
said at our hearing indicated that the Bureau’s staff felt differently. The allow- 
ance letter cut the program back to the exact dollar level of the 1952 program, 
adjusted only for the cost of the recent pay increase. We believe that this cut 
must have been taken without full consideration of its effect. Unless at least 
half of the cut is restored, it will be impossible to conduct the vigorous program 
in this field so important both to the accomplishment of TVA’s statutory obli- 
gations and to the support of the national defense program. 

The 1952 budget for resource-development activities is in itself the result of a 
pyramided series of cuts. Last December, after TVA had carefully reviewed 
and cut back its own programs, very drastic reductions in the 1952 estimates 
previously approved by the Bureau were made as a part of the rollback of 1952 
allowances. TVA did not protest this rollback; on the contrary, we made the 
best adjustments we could work out to meet the letter and spirit of the President’s 
directive. The Congress applied a further reduction of 5 percent to the estimates, 
and a full share of this reduction was taken by TVA in the resource development 
category. This accumulation of cuts—by TVA, by the Bureau, and by the 
Congress—resulted in a level of resource development activities over 25 percent 
below that of 1951. 

It might have appeared to the staff of the Bureau that a 1953 allowance based 
on 1952 estimates plus the cost of pay increases would permit a continuation of 
the program at least at the current level. This is not the case, however, because 
a large part of TVA’s program is carried on by cooperating agencies under reim- 
bursable arrangements, and these agencies are also faced with salary and other 
cost increases. Under these circumstances successive allowances based on prior 
year estimates would soon virtually eliminate the program. The restoration 
which we are requesting is partly for the purpose of meeting these increased 
costs and partly to overcome the most severe of the crippling effects of the 1952 
cuts, 

At our hearing we discussed the importance of TVA maintaining a vigorous 
program in the resource development field, even though the amount of money 
we asked for was very small in relation to the total budget. Progress is being 
made in the assumption by local agencies of a large share of responsibility for 
many of these activities. Further reductions in TVA’s participation will jeopard- 
ize the very arrangements which under these responsibilities are being gradually 
transferred to State and local agencies. A substantial part of our work in this 
field has recently been directed toward tributary watersheds having major water con- 
trol problems, and a modest increase in funds is essential to do an effective job. 
Our work in stream sanitation, which in the past has been largely analytical, has 
now reached the point where assistance to State and local agencies should pay 
off quickly in getting the streams cleaned up. Forestry activities are making a 
substantial contribution toward increased supply of wood and wood products 
for defense needs. We are getting increased numbers of requests for information 
about the valley resources and about industrial plant locations—most related to 
defense production. These are among the most compelling of the needs which 
would be sacrified by a program cut below the level of effective operation. 


OTHER EXPENSE ITEMS 


A limit of $7,442,000 for expenses would require cutting back the ‘‘ Multipurpose 
reservoir operations’? expense category to the 1952 level. This category of ex- 
pense includes the operation, maintenance, and management of TVA’s multi- 
purpose reservoirs. The amount of these expenses is directly related to the size 
and complexity of the water-control system on the Tennessee River and its tribu- 
taries. The workload increases as the number of projects is increased and as the 
system grows more complex. In 1953, the Boone Reservoir will come into opera- 
tion and will entail additional reservoir expenses. The amount of the allowance 
will not enable us to carry out activities essential to the functioning of the major 
programs. 

We believe that the need for additional funds in 1953 was fully described in 
our budget materials. One item we should like to reemphasize, however, is the 
estimate for maintenance of dam reservations. Under the 1952 allowance, this 
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work was cut by 50 percent—from $407,000 to $208,000. Ordinary prudence in 
preserving the Government’s investment requires us to reinstate a substantially 
higher level of maintenance, 

For reasons explained above, we earnestly request that $9 million be restored 
to our 1953 allowance. We recognize the need for keeping the overall budget 
level at a minimum. In the short time available, we have reviewed our program 
in light of the allowance letter and have worked out the adjustments in our 
budget which we feel can be made, and have asked for restoration of the minimum 
necessary for essential activities. 

Sincerely yours, 
Harry A. Curtis, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., January 2, 1952. 
Hon. Gorpon R. Cuapp, 
Chairman, Board of Directors, 
Tennessee Valley Authority, Knoxville, Tenn. 


Dear Mr. Crapp: Receipt is acknowledted of Dr. Curtis’ letter dated November 
28, 1951, requesting changes in the proposed presentation of the 1953 budget for 
the Tennessee Valley Authority with respect to additional power capacity and 
funds for expenses of resource development activities, multipurpose reservoir 
operations, and navigation operations. 

The request and the supporting information furnished by your representatives 
have been given careful consideration and the reduction of $14 million in the esti- 
mates proposed for the commencement of construction of units 7 and 8 of the 
Shawnee steam plant has been restored along with $227,000 of the $500,000 
requested for expenses of resource development activities, multipurpose reservoir 
operations, and navigation operations. Accordingly, the total allowance for the 
Tennessee Valley Authority for 1953 has been increased from $185,800,000 indi- 
cated in my letter of November 24, 1951, to $200,027,000. 

You are further advised that language will be presented to the Congress in. con- 
nection with the 1953 budget prohibiting the award of any contract for construc- 
tion or materials or for initiation of any project or major feature thereof where it 
is apparent that the total cost of the authorized improvement will be increased by 
more than 10 percent, over and above that which may be due to changes in con- 
struction cost levels, as compared with the last official estimate submitted to 
and approved by the Congress. 

Sincerely yours, 
F. J. Lawron, Director. 


May 26, 1952. 
Hon. F. J. Lawton, 
Director, Bureau of the Budget, 
Executive Office of the President, 
Washington, D. C. 

Dear Mr. Lawton: The Atomic Energy Commission has requested TVA to 
supply a substantial block of power in connection with the proposed expansion of 
their facilities at Oak Ridge, Tenn., and Paducah, Ky. The amounts of power 
required are 950 megawatts at Oak Ridge and 705 megawatts at Paducah, making 
a total of 1,655 megawatts. In order to supply this load, TVA proposes to begin 
immediate construction of new steam-power-generating units having a combined 
rated capacity of 1,710 megawatts, which will allow for the related transmission 
losses and the necessary operating reserves, An acceleration of schedules of 
several projects now under way will also be necessary to meet interim power 
supply requirements. This program will require supplemental appropriation 
to be immediately available in the amount of $153 million. 

In view of the magnitude of this program, it is essential that we have as much 
time as possible to reach a final decision as to the location of the new units. A 
number of new sites for this capacity have been considered. While we have now 
reduced the number of alternatives to a very few, it would not be in the interest 
of economy to fix the sites finally at this time. We are still in process of studies 
and negotiations on coal supply and freight rates—the outcome of which will 
determine final locations. These studies will be completed within a few days. 
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The program tentatively selected is as follows. 


: Rated capacity 
Location megawatts 


Additional units at Shawnee, units 7, 8, 9, and 10 : 540 
Additional units at Kingston, units 7 and 8 aoa ae 360 
New plant—East Tennessee, units 1 and 2 : 360 
New plant—Coles Bend, units 1 and 2 450 


1,710 

As an alternative to the East Tennessee site, we are considering a site in the 
southwest corner of Virginia on the Clinch River. Should we be unable to work 
out satisfactory arrangements for the Coles Bend site we may have to put the 
capacity in one or more stations now under construction. Changes from the 
above plans can be made without altering the amount of money required in the 
supplemental request although minor changes in total cost estimates may be 
necessary. 

You will recall that our regular 1953 program as recommended by the President 
included funds to begin construction of Shawnee units 7 and 8 listed above. Last 
Friday the Senate subcommittee, in reporting our 1953 bill to the full Appropria- 
tions Committee failed to restore Shawnee units 7 and 8, which had been previously 
denied by the House. In determining the capacity that needs to be added to the 
TVA system in order to meet AEC’s new power demands we have proceeded on 
the assumption that although these units are necessary in TVA’s program, 
Congress would not include them in our normal program for 1953; we also assume 
that the Congress will include units 5 and 6 also denied by the House but restored 
by the Senate subcommittee. 

In order to meet the schedules for power deliveries as requested by AEC it will 
be necessary to advance the construction schedules on several units in our regular 
program of capacity additions by 6 to 11 months. These units are: Shawnee 5 
and 6, Kingston 5 and 6, and Colbert 1-4. Funds required for this acceleration 
are included in the supplemental estimate. Except at Shawnee, we do not expect 
the advance schedules to add to the total cost of units; at Shawnee, however, the 
accelerated schedule will add $2 miilion to the cost of the completed units 

As requested by Mr. Donnelly we are enclosing two tables summarizing the 
supplemental estimates both on an obligation and expenditure basis. Language 
covering the estimate has been submitted to your staff. It is highly important 
that the provisions in the language related to travel and other limitations be 
approved in substantially the form in which we recommended. 

Very truly yours, 
GORDON R. CLAPP, 
Chairman of the Boa 


TENNESSEE VALLEY AUTHORITY 


Supplemental program—1952 (tentative 
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EXPENDITURES 


Generating facilities: 
New installations: 
Shawnee units 7, 8, 9, and 10 
Kingston units 7 and 8 ee 
East Tennessee units 1 and 2- 
Coles Bend units 1 and 2 


Subtotal 





Acceleration of schedules: 
Shawnee units 5 and 6 
Kingston units 5 and 6 
Colbert units 1-4 


Subtotal 








Total generating facilities.............-..-- 
fe ee 


a al | 53 | 
| } 








Mr. Waitten. The other question I would like to ask is of a general 
nature. You have been asked to submit answers to a long list of 
questions. I thought the questions were proper; I think the answers 
will be proper. The questions I think to ask or that anybody else 
thinks to ask do not always cover the full story to the point that a 
balanced presentation is provided. I therefore ask that you feel free, 
Mr. Chairman, to submit such additional information in connection 
with those requests made of you as will show the full picture. 


CONTRACT STATUS OF LETTERS OF INTENT 


Mr. Evins. General Vogel, just to clear up a few points concerning 
earlier questioning. The letters of intent which have been referred to 
represent in reality substantially the sending out of invitations to 
purchase and requests for price quotations. Is that not substantially 
correct? 

Mr. Vocet. I think they go a little further than that. They are 
tentative commitments to purchase and, after a stipulated date, carry 
certain penalty clauses with them. They are placements of orders 
which, in effect, may be canceled. 

Mr. Evins. We had a statement from either you or one of your staff 
members that there had been no commitments other than the com- 
mitment of $1 which provides for a saving against future price in- 
creases. 

Mr. Wacner. My statement related to letters of intent concerning 
the 2 units at Gallatin and the 4 at Johnsonville and was to the effect 
that they could be canceled until July 1, 1956, for a charge of $1. 

Mr. Evrys. There exists no contract to purchase generating facil- 
ities by your writing and asking manufacturers to give you a price 
quotation? 

Mr. Voce. Jn the case of the John Sevier unit, there is a definite 
obligation at this point; so that, if we effected a cancellation of those 
letters of intent now, we would be obligated to the extent of $385,000. 

Mr. Waener. As of April 1. 

May I say further that these letters of intent, about which I spoke 
just a moment ago, constitute an agreement between TVA and the 
supplier that we will purchase and they will supply the equipment 
covered unless it is canceled according to the provisions included in 
the letter of intent. 
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Mr. Evins. There appears to be some conflict in the testimony on 
that subject. I believe a careful review of the record would indicate 
that statements have been made that no commitment, other than for 
$1, exists. 

Mr. Davis. I heard their answer, and that was not the answer on 
the letter of intent. I think the record should stand as being the 
authority on that. 

Mr. Vocet. I think the testimony by Mr. Wagner was specifically 
as to the units for Gallatin and Johnsonville. We are now talking 
about the John Sevier unit No. 4, for which there is at this time an 
obligation. 

Mr. Evins. You have therefore gone further with respect to the 
commitment on the John Sevier unit than on the others, in the letters 
of intent? 

Mr. Voce. Because of the passage of time. 

Mr. Evins. With respect to the John Sevier letter of intent, you 
have progressed further with respect to that item than you have 
with respect to the Johnsonville letters of intent? 

Mr. Swipter. The dates on which we were committed to expendi- 
tures were earlier in connection with John Sevier No. 4 than in con- 
nection with the other units. In connection with the other units, we 
have no obligation to commit funds until July 1 and, until that date 
they may be canceled upon the payment of a dollar. 

Mr. Evins. I am very glad to have that clarification; I am pleased 
to have the record correct. 

There has been some information provided that these letters of 
intent were really nothing more than just invitations to purchase and 
a request for a price quotation; but, I now understand in a few in- 
stances, you have gone further and made some commitments. 


CORPORATE RESERVE FUND 


How much in round figures is the corporate reserve fund of TVA at 
this time, approximately? 

Mr. VoceEt. In power proceeds at the end of 1955, $42,918,971. 

Mr. Evins. Do you have it for 1956? 

Mr. Voce... I have an estimate for 1956 and a further estimate 
for 1957. 

Mr. Evins. Give it to us for 1956. 

Mr. Voge. For 1956, $51,780,971. 

For further information on the letters of intent which have been 
mentioned a number of times, I might refer you to document No. 330 
of the 84th Congress, 2d session, House of Representatives, in which 
information was transmitted by the President relative to that action 
with respect to the unit for the John Sevier plant which was taken by 
a majority of the TVA Board. That is contained on page 13. 

Mr. Evins. I am somewhat familiar with that document. 

Now, General Vogel, relative to the Comptroller General’s letter 
referred to earlier, I believe you stated the Comptroller General 
did not rule on the legality of the question; he did not say TVA did 
not have authority to use its corporate funds; but he suggested it was 
a question which might well address itself to the appropriate legisla- 
tive committees of Congress as a question of considerable importance. 

Mr. Vocet. That is the gist of it; yes, sir. 
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Mr. Evins. In other words, the Comptroller General did not say 
TVA did not have this authority. 

With respect to the units on the Cumberland River, for the records 
clarification and the information of my colleague, Mr. Davis and 
others, the power that is generated at the Corps of Engineers dams 
on the Cumberland River is sold under contract to the Southeast 
Power Administration, and the Southeast Power Administration in 
turn is the marketing agency for that power, although it does in 
reality reach the TVA system through that marketing system. 

Mr. Vocert. I made that statement yesterday. 

Mr. Davis. Let the record show that the gentleman from Wiscon- 
sin, Mr. Davis, feels he is qualified to ask the questions he feels he 
wants to. 

POWER PRIORITIES 

Mr. Evins. My colleague is a very able legislator and I want him 
to have the benefit of all the information on this subject. And in look- 
ing at the map before the committee, the TVA has jurisdiction 
with respect to the Tennessee River and its tributaries; the Corps 
of Engineers has built public works on the Cumberland River. The 
Southeastern Power Administration is the marketing agency for hydro- 
electric power produced at plants on the Cumberland River. I believe 
you testified yesterday, General Vogel, that in the event there was a 
cutback, or words to that effect, in supplying power to the various 
classes of customers, that industry would be the source that would be 
cut bac k first; in other words, if the demand for the Government 
agencies was increased and it was necessary to supply the Defense 
Department with increased power, industry would be cut back first? 

Mr. Voceu. Those industries having contracts with interruptible 
clauses would, of course, be cut back first, to the extent permitted 
under each contract. 

Mr. Evins. There was some reference made to the effect perhaps 
you would be supplying the citizens of the area first, rather than the 
Government. I just wanted to clarify that, whether the citizens 
would probably be denied power first and the Government given first 
priority on available power supply? 

Mr. Voce. I do not think there would be any large denial of citi- 
zens in the sense that it may be presumed we are talking about indi- 
vidual consumers. It would be, as I have said before, industries that 
would expect such action to the extent of our rights of interruption 
under their contracts. 


TVA POWER SYSTEM AND TAXES 


Mr. Evins. I think those apparent conflicts should be clarified. 

I had intended to ask the chairman, but, since I am acting as sub- 
committee chairman at this time, in the chairman’s absence, I want 
to place in the record a statement on the matter under discussion 
with respect to taxes and the return on the TVA investment. This 
to be put in at this point in the record in order that the record might 
carry this information in sequence and continuity. 

(The information follows:) 
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Tue TVA Power System anp TAXES 


In fiscal year 1954 TVA paid $3,579,000 in lieu of taxes to the States and counties 
of its service area, and the municipal and cooperative electric systems which dis- 
tribute TVA power paid $5,496,000, a total of $9,075,000. 

These payments are, of course, of primary concern to the States, counties, 
and cities of the power service area which depend upon them together with the 
taxes they collect from all other sources to support the public services whose 
budgets make up the costs of government. The TVA region appears to consider 
the payments reasonable and fair. But in the general and widespread attack 
on TVA the size of these taxpayments has been singled out for special attention. 

It is contended, for example, that the rates of private power companies are 
higher than TVA rates because their tax burden is heavier. The fact is, however, 
that many private companies pay as taxes to State and local governments a 
smaller share of their earnings, or of the electric bills they collect, than is paid 
in the TVA power-service area. Nevertheless, their rates are higher than those 
paid by consumers of TVA power. 

TVA’s properties and operations cannot be taxed directly by State or local 
governments. This is not unique to TVA, but is in accord with the generally 
applicable rule that the properties and operations of the Federal Government 
are not subject to taxation by the States or their subdivisions. TVA’s payments 
in lieu of taxes are made under a formula adopted by the Congress, and made a 
part of the TVA Act (sec. 13), with the concurrence and approval of State and 
local taxing bodies. The present section 13 was adopted by the C i 
1940 after the major transfers of utility properties from private to publi 
ship. Extensive consultation with State and local taxing bodies preced: 
recommendations to the Congress which were adopted after committee | 
and floor debate Expt rts in p iblie fiscal poli ies were consult 
vas the present formula under which a minimum of 5 
revenues, exclusive of revenues derived from sales to the 

self, is paid to State and local governments in lieu of taxes. 

This is the formula under which TVA made in-lieu tax payments of 
in fiscal year 1954. 

TV, A power distributors paid $5,496,000 in taxes or in-lieu 

The $9,075,000 contributed to State and local government 
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over and above all operating and maintenance expenses, depreciation, payments 
in lieu of State and local taxes, and interest. This is 15.9 percent of TVA’s gross 
power revenues of $829 million for the period. 

For the purpose at hand, the $132 million developed in the above calculation 
can be compared with the income taxes the Government might have received from 
a private utility with the same gross revenues in those years. The Federal Power 
Commission reports the income tax payments of the Nation’s private electric com- 
panies as a percent of their gross revenue from power sales. For the last 21 
years, income taxes ranged from about 3 percent of gross revenue in the early 
thirties to 12.9 percent in 1952. The rate for 1953 was 12.8 percent. Applying 
the annual percentages to TVA’s revenue, a typical privately owned utility would 
have paid Federal income taxes of about $86 million from $829 million of sales 
during the period. The margin of $132 million which TVA earned for the Govern- 
ment was $46 million more than that amount. 


Mr. Davis. Who prepared the statement? 

Mr. Evins. it was prepared for information at the request of a 
Member of Congress by the staff of the TVA. 

I believe it has been pointed out and I am not sure it 
has been fully clarified, that in the event TVA was not enabled to 
supply power to its present contract customers, that TVA in effect, 
would be in violation of existing contracts? 

Mr. Vocet. No; I do not believe that would necessarily follow. 
As I have pointed out a number of times, where the contract contains 
an interruptible clause, a clause of that nature would make it possible 
to curtail the supply without violating the intent or letter of the 
contract. 

Mr. Evins. Are there any further questions, Mr. Davis? 

Mr. Davis. No; I have no further questions. 

Mr. Evins. There will be no further questions, I understand, from 
representatives of TVA; therefore, General Vogel and members of the 
TVA staff are excused. We appreciate your testimony. The com- 
mittee stands adjourned until 10 o’clock tomorrow. 
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